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WORLD HEWS 

Nato troops 
‘should stay in 
Bosnia for at 
least 2 years’ 

Nato troops will be needed in 
Bosnia-Herc^ovina for at least 
two more years to prevent a 
return to violence, says Carlos 
Westendarp, the international 
community’s representative in 
the region. Page 2 

Yeltsin backs Chubais 

Russian president Boris Yeltsin 
vowed to stand by first deputy 
prime minister Anatoly Chubais, 
who has been criticised far 
accepting a $90,000 book advance. 
Page 16 

maren in Pranxnirt 

Thousands of students giaitibad 
through Frankfurt in protest 
against what they see as poor 
conditions and underftutmng of 
German universities. Page 3 

Belfast day patrols to end 

Daytime army foot patrols are 
being taken off the streets of 
West Belfast, Northern Ireland. 
Last weds 250 troops were with- 
drawn from the province - the 
first withdrawal since the IRA 
renewed its ceasefire in July. 

Decision on West Bank 

Israel's cabinet will today decide 
whether to withdraw troops from 
part of the West Bank amid grow- 
ing nationalist threats to bring 
down Benjamin Netanyahu's gov- 
ernment. Page 4 

MW Atlantic rescue 

Portuguese military helicopters 
airlifted all 34 crew of a P anama. 
nian container ship to safety 
when it broke up in storms off 
the mid-Atlantic Azores Islands. 

hHBan political turmoil 

India's Congress party leaders 
again discussed whether to top- 
ple the minority United Front 
government over its refusal to 
eject a Tamil Nadu-based coali- 
tion member. Page 4 

US ‘wastes $300bn of miwd 1 

The US wastes an estimated 
$300bn of energy a year - more 
than its entire defence budget - 
according to a report released 
ahead of environment talks in 
Japan. Page 7 

Whnb *ordorod kKUngs’ 

Xoliswa Falati, a former confi- 
dante, accused Winnie Madlkize- 
la-Mandela, a candidate for high 
office in Smith Africa's ruling 
African National Congress, of 
ordering killings as late as 1992. 

18 (Bo In prison blurs 

At least 16 people died and 22 
were injured when a short circuit 
started a fire at Sabaneta top 
security prison in western Vene- 
zuela. 

Appeal over ruling on nanny 

Prosecutors appealed against the 
reduced charge and sentence for 
British au pair Louise Woodward, 
convicted in the death of baby 
Matthew Eappen. Page 7 

Earthquake Mta Indonesia 

The Indonesian island of Sulaw- 
esi was rocked by an earthquake 
measuring 6.8 on the Richter 
scale - enough to cause wide- 
spread damage - the US Geologi- 
cal Survey said. 

Hero's to Nero 

A drinking cup believed to have 
been commissioned by the 
Roman Emperor Nero fetched 
£496,500 ($837,000) at auctioneers 
Christie's in London. 

Welcome lor wolfcubs 

Norway's directorate for natural 
resources repeated the country's 
first wild wolfcub births in 50 
years. The species had been 
bunted close to extinction. 

Motor sports 

Scot Colin McRae won the RAC 
motor rally in the UK but Fin- 
land's Tommi Makinen, who 
came sixth, retained the world 
championship. 


Markets 


BUSINESS NEWS 


PacMCar* Health Systems, US 

health maintenance group, said it 
expected to report lower than 
expected fourth quarter earnings 
because of losses in its Utah mar- 
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Sales slipping 
through the net 

Technology, Page 12 
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Gucci plans to 
buy back shares 
and acquire 
watchmaker 

Gucci, the Italian fashion group 
recently the subject of bid specu- 
lation, plans to buy back up to 5 
per cent of its shares and to 
acquire Severin Montres, Swiss 
manufacturer of its watches, for 
$150m in cash. Page 17 

The UK's Green Budget, 

introduced by finance minister 
Gordon Brown, promised a £ 2 bn 
($3.4hn) slow-bnrn tax cut for 
business. Page 10; Editorial 
Comment, Page 11; Lex, Page 16; 
Money markets. Page 23; London 
stocks, Page 30 

Avonmora Wa ter ford. Irish 
dairy cooperative, said it would 
take a I£159m ($24L7m} provision 
and cut 1300 jobs. Page 21 

Italy may ask the European 
Commission to drop some of the 
restrictions placed on the 
restructuring of troubled 
state-owned airline Alitalia. 

Page 18 

Doutseho Telekom said it 
would separate its cable televi- 
sion network from its core tele- 
phony business after pressure 
from the European Commission. 
Page 17 

ACX Technologies of the US 

announced a £198m (5332m) rec- 
ommended cash offer far UK 

pftrfrag in g at^ri plastii-a company 

Britton Group. Page 21 

British Biotech. UK 
biotechnology company, prom- 
ised to publish trim results of its 
cancer drug, marimastat, in 1999. 
Page 21 

Credit Suisse First Boston, 

Swiss-US investment bank, has 
proposed to rescue troubled Thai 
Investment bank Finance One 
with a deal involving a debt-far 
equity swap. Page 20 

Lloyd's, the London-based 
insurance market, expelled two 
brokers formerly employed with 
Bain Hogg for accepting financial 
inducements. Page 10 

an Group, UK music company, 
is interested in acquiring Boosey 
& Hawkes, the classical music 
publisher and musical instru- 
ment maker, and Watarstones, 
the UK bookseller. Page 17 

Foreign Investment hi China in 

the first nine months of this year 
was worth ISUMbn, up 6 per cent 
on the fiame period in 1996, an 
official report says. Page 8 

Thorn, UK rentals group, said it 
would review its business as it 
reported interim pre-tax profits of 
£28.4m ($48m), down from £37.8m. 
Page 21 

PepsiCo, international food and 
soft drinks group, is seeking to 
delist Polish subsidiary Wed el in 
a setback for the Warsaw stock 
exchange. Page 18 

The London Stock Exchange 

urged brokers to encourage cli- 
ents to place price limits on their 
orders in the new electronic trad- 
ing system, to avoid being caught 
out by market shifts. Page 10 

Chinese steel producers 

Wuhan Iron and Steel Group, 
Echeng Iron and Steel Group and 
Daye Steel are to merge to create 
a company with assets of 
Yn52.1bn ($62bn) and 176,000 
employees. Page 20 

id India. Indian subsidiary of 
the UK paints and chemicals 
group, expects to double paint 
output as part of a move to lift 
Indian turnover to RsSObn 
(Sl.Sbn) in 10 years. Page 20 


Japan angry over share falls 
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Investors 
blamed as 
some stocks 
slide 30% 


By Paul Abrahams and 
Gffflan Tett in Tokyo 

Japan’s ministry of finance 
accused international investors 
and credit rating agencies of 
over-reacting yesterday after the 
shares of some Japanese banks 
and brokers plunged more than 
30 per cent. 

The falls were triggered in part 
by fears that other financial insti- 
tutions would collapse following 
the failure thia week of Yamaichi 
Securities, the country’s fourth- 
largest stockbroker. 

In addition, more leading 
banks posted dismal interim 
results as they struggled to over- 
come the lingering burden of bad 
debts accumulated during the 
property boom in the late 1980s. 

Bank of Tokyo Mitsubishi, the 
world's largest bank; Yasuda 
Trust, the troubled trust bank; 
and Nippon Trust all reported net 
losses in the six months to 
September 30. 

The Nikkei 225 average 
dropped 5.1 per cent - the 
second-biggest fall this year - 
falling through the 16,000 mark 
to dose at 15£67. The yen briefly 
dropped through the Y128 level 
against the dollar. 

“This is a total over-reaction," 
said Sei Nakai, a senior official at 
the finance ministry b anking 
bureau, after the markets closed. 
'There is a very serious mis- 
understanding in the markets 
and the credit rating agencies 
about the banks." 

His complaint followed the 
decision of Standard & Poor's, 
the US credit rating agency, to 
downgrade the debt of Yasuda 



Customers try to withdraw funds from a Tokyo branch of Yamaichi Securities yesterday 
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Trust to junk band status. Yas- 
uda, whose shares fell Y50 to 
Y129 - 28 per f*»nt - announced 
it would raise Y50bn (5400m) of 
additional capital by placing 
shares with other members of the 
Fnyo corporate family. 

Fuji Bank, the leader of the 
family of which Yamaichi is also 
a member, is expected to pur- 
chase Y15bn of the shares. Mr 
Nakai said the exercise showed 
the support that such corporate 
families could still provide. 

James FioriUo. hanidng analyst 
at ENG Barings in Tokyo, said: 
"This is a very serious situation. 
Things are getting out of the gov- 
ernment's control. It is foreign 
rating agencies, investors and 
markets which are driving this.” 

Shares of companies in the 
h anking and stockbroking sectors 
fell more heavily than the Nikkei 
225 average, tumbling 6.9 per 
cent and 6.6 per cent respec- 
tively. Shares in six securities 
houses dosed below the critical 
YlOO mark. Taiheiyo Securities, 
which is 38 per cent owned by 
Yamaichi, fell Y30, or 32 per cent 
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to dose at Y62. Daiwa Rank , fell 
Y 80 - a 30 per cent slide - clos- 
ing at Y 180 . 

Officials at the Bank of Japan 
said the Nikkei's drop had been 
less than feared. During the day, 
the Bank had taken measures to 
calm the markets, they added. It 
had pumped liquidity into the 
money markets and provided. 
Y800bn of loans to Yamaichi to 
help it cope with abort-term 
funding problems. 

Queues formed outside Yam- 
aichi offices as depositors 
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attempted to withdraw funds. 
Automatic teller machines ran 
out of money at its branch in 
Otemachi. the financial district 
The finance ministry said final 
details of Yamai chi’s balance 
sheet showed the company was 
still solvent However, two inves- 
tigations had been launched to 
determine whether it was holding 
further undisclosed losses 
through tobashi deals - the prac- 
tice of shuffling losses, between 
accounts.. Some Y260bn of these 
had. been found so far. 


Anglo to become 
world’s biggest 
producer of gold 


The world’s leading gold producers >■; 


Estimated 1987 output 


By Kenneth Gooding in London 
and Mark Ashurst in 
Johannesbivg 

Anglo American Corporation of 
South Africa is putting its sepa- 
rately listed gold companies Into 
one new group that will be the 
world's biggest gold producer, 
with annual output of 5.7m 
ounces, and, with 140m ounces, 
have the biggest reserves. 

The new group, Anglogold, also 
hopes to buy other gold mines 
from JCI, another South African 
gold mining company, and from 
Minorco, another Anglo subsid- 
iary. Nevertheless, it will rank 
only third in terms of market 
capitalisation - at $3.5bn - 
reflecting the lower valuations 
put on South African companies 
compared with their North Amer- 
ican rivals. 

Bobby Godsell, Anglogold’s 
chief executive, promised his 
company would “combine the 
best features of North American 
gold companies, with their 
emphasis on growth, with the 
best features of South African 
gold companies, with their 
emphasis on strong earnings and 
dividends." 
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Anglo’s move comes only a 
month after two other South 
African groups, Gencor and Gold 
Fields of South Africa, said they 
would merge their gold mines to 
create a world-class international 
company. Giving full details of 
the merger plan yesterday, Brian 
Gilbertson, chairman of Goldco, 
as the new Gencor- GFS A vehicle 
is known, said it would create a 
R2bn (8400m) company with 
annual output of about 3m 
ounces and reserves of 100m. 

He said Goldco would reopen 
talks it was previously having 
with two international gold com- 
panies which he hoped would 
lead to a further merger within 
nine months. 

Anglo has also agreed to swap 
its 26.1 per cent stake in Lonrho, 
the UK based conglomerate, and 
Rlbn cash for JCTs investments 
In the Western Areas and HJ Joel 
gold mines - which will also 
form part of Anglogold - and 
JCI's stake in Amplats. The deal 
values the Lonrho shares at just 
about 105p compared with the 
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US says 
Iraq may 
have huge 
stockpile of 
nerve gas 

By Bruce Clark In Washington 

Iraq may possess enough of a 
nerve gas known as VX to kill 
the world's entire population, 
William Cohen, the US defence 
secretary, said yesterday. 

He also warned that the US 
authorities must be prepared for 
the possibility of biological and 
chemical weapons being used on 
their home territory. 

“The front lines are no longer 
overseas - it can be in any 
American city,” said Mr Cohen, 
adding that the National Guard 
was being prepared to deal with 
non -conventional threats from 
terrorists. 

The defence secretary was 
using the presentation of the 
Pentagon's animal report on 
weapons proliferation to drive 
home his point that the US could 
face a deadly and increasing dan- 
ger from Iraq and np to 25 other 
countries suspected of develop- 
ing non-conventional arms. 

Mr Cohen has in recent weeks 
been stressing the danger posed 
by Iraqi weapons of mass 
destruction to humanity as a 
whole as part of his argument 
that the recent showdown pits 
Baghdad against the United 
Nations, not just Washington. 

He said VX was one of several 
types of weapon about which 
President Saddam Hussein had 
told direct lies to UN inspectors. 

“Originally they [the Iraqis] 
indicated they had just a small 
quantity of VX," said the defence 
secretary. “One drop on your fin- 
ger will produce death in a mat- 
ter of just a few moments. 

“Now the UN believes that Sad- 
dam may have produced as much 
as 200 tonnes' of VX . . . theoreti- 
cally enough to kill every man, 
woman and child on the face of 
the earth." 

Mr Cohen also said that South 
Korea and the 37.000 US troops 
based in that country faced an 
“unpredictable and increasingly 
desperate regime armed with a 
very large chemical arsenal" in 
the communist north. 

He added that US defence ana- 
lysts now made the assumption 
that chemical and biological 
weapons were “a likely condition 
of future warfare” as rogue 
regimes sought unconventional 
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Global banking made by WestLB. 


The world is shrinking, 
whereas your scope is 
growing. WestLB, one 
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wholesale banks, has 
the worldwide network 
to match all your plans. 
We have both the 
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potential to achieve 


exceptional goals with 
you. So no matter how 
high you set your goals, 
you can rely on us to 
get you there To get 
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on (4-491 211 9 44 83 70 
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NEWS: EUROPE 


Concern is growing that state agencies may be able to draw on funds being withheld, by Treasury 


Italy tries to soothe spending fears 


By James Blitz in Rome 


Italy's government will try today 
to allay International concern that 
its drastic reduction In public 
spending in recent years has been 
artificially created by building a 
list of “informal" spending commit- 
ments that could be exercised by 
departments and agencies at a 
later date. 

The government led by Romano 
Prodi is confident that U has 
reduced the Italian budget to a 
level required for entry into a sin- 
gle European currency. 

Yet concern is growing among 
European central bankers that, in 
future years, dozens of state agen- 
cies may be able to draw an funds 


that have been voted by parliament 
but are being withheld by the Trea- 
sury. 

A report today by an influential 
Italian think - tank will compound 
concern about the issue fay suggest- 
ing that the total value of funds 
that have been temporarily held 
back from agencies, known in 
Italian as residus passwi has dou- 
bled in the course of this year and 
now amounts to L295,000bn 

($172 bn), 

The report by Centro Economica 
Ricerche (CER) will suggest that 
the restdtd passim - an accounting 
obli gation - amount to mor e than 
15 per cent of Italian gross domes- 
tic product 

It will argue that the government 


has “no discretion’' over whether it 
must meet the obligation in future 
years. 

The problem over these funds 
has emerged because of the com- 
plex method by which Italian gov- 
ernments form thair annual bud- 
gets. 

Each year, parliament votes a 
broad sum to each department and 
agency during the course of the 
debate an the finance ML How- 
ever, Treasury officials have draco- 
nian powers to withhold the cash 
that parliament has voted as part 
of its drive to cut costs. 

This year, the drastic induction 
in spending in the run-up to Emu 
has left some Ll4Q,000bn unpaid by 

the Treasury. 


Franceso Giavazzi, a former dep- 
uty director-general of the Trea- 
sury. said yesterday that this 
method of paying departments was 
politically deft because deputies in 
parliament repeatedly assume d the 
budget was more generous than it 
would later turn out to be. 

But he warned that a danger for 
Italy was that it was unclear how 
much of the residid passim future 
governments would want to pay, 
or would be legally obliged to 
pay. 

"Nobody is suggesting that the 
Treasury's total obligations will 
have to be met,” he said. 

“However, even if one-tenth of 
what has been built up this year is 
put back into the spending pot. 


Italy’s budget deficit- to- gross 
domestic product ratio will-shoot 
up to 18 per cent" . . 

In a debate on the (SIR report lit 
Rome today. Piero Giarda, the 
Treasury secretary in charge of the 
budget, will argue that concern 
about the issue is totally mis- 
placed. 

According to an advance copy of 
his speech, Mr Giarda will argue 
that any attempt to control spend- 
ing over the medium term means 
that the list of resuhd passim must 
go up. 

He will also argue that it is for 
better that the Treasury cuts cash 

allocations in Rome' rather than 
allowing local entities to have 
access to the cash in the first place. 


Jospin 

makes 

World 

Cup 

pledge 


By David Owen in Paris 


Lionel Jospin, the French 
prime minister, threw his 
weight yesterday behind 
France's build-up to next 
year’s football World Cup- 

Speaking in the splendour 
of the Matignon palace in 
Paris, he said that the gov- 
ernment would do "every- 
thing to make the Cup a suc- 
cess". 

France is hosting the tour- 
nament for the first time in 
60 years and is investing 
heavily in the event, with 
overall expenditure expec- 
ted to reach FFr9.4bn 
($1.64bn). 

More than two-thirds of 
this total, FFr6.67bn, will go 
on sporting and other infra - 
structure, including the new 
80.000-seat Stade de France 
on the northern outskirts of 
Paris. More than half the 
amount, FFr5.4bn, will come 
from the French state. 

The next important phase 
in the build-up will come in 
December, when the draw 
for the final World Cup 
stages is due to take place in 
the southern city of Marseil- 
les. The tournament itself, 
to be contested for the first 
time by 32 teams, kicks off 
next June. 

The event promises to 
provide a significant boost 
for the French economy as a 
whole, and specifically for 
the hotel and tourist 
industries of the nine cities 
where matches will take 
place. 

It may also provide a 
substantial psychological 
lift if the talented French 
team performs well. 

Flanked by Michel Platini, 
perhaps the greatest French 
player ever and now 
co-president of the French 
World Cup organising 
committee, a relaxed Mr 
Jospin caused something of 
a surprise by suggesting 
that members of his 
Socialist-led government 
should set an example by 
using public transport to 
travel to games. 

Marie-George Buffet, the 
Communist sports minister, 
was blunter. “Those who do 
not take public transport to 
get to the Stade de France 
run the risk of missing the 
first half,” she said. 

Mr Jospin, known in 
France as a keen basketball 
aficionado, also let his 
sporting roots show, 
remarking that a new 
poster, showing a boy leap- 
ing goalkeeper-style after a 
ball, reminded him “rather 
of a basketball match”. Nev- 
ertheless, the prime minis- 
ter recalled, be had begun 
his sports career in football 
- “as a goalie". 
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Brussels irked by French 
evasions over bank rescue 


Taxpayers may have to dig deep to sort out Credit Lyonnais 


I t takes a lot to upset the 
hard-nosed officials at 
the top of the European 
Commission’s competition 
directorate. But this time the 
French government has 
pushed them too for. 

A visit to Brussels by Jean 
Peyrelevade. chairman of 
Cr&Ut Lyonnais, left one of 
Brussels’s most senior offi- 
cials seething. Most would 
have expected the French- 
man to arrive on bended 
knee. In fact, say those pres- 
ent, he was high-handed and 
evasive about the full extent 
of what is certain to be a 
shocking reassessment of 
the Hill extent of Credit 
Lyonnais’s losses. 

Brussels has not yet seen 
France's calculation of the 
shortfalls and still awaits 
the government's proposed 
modifications to a 1996 res- 
cue plan for the state-owned 
h ank. But it has done its 
own sums. Last week Karel 
Van Mlert, the competition 
commissioner, suggested the 
total cost to the French tax- 
payer of sorting out Credit 
Lyonnais would be at least 
FFrlSObn, ($25.6bn) possibly 
even FFr190 hn. 

These figures are three to 
four timra higher than the 
FFT45bn of state aid included 
in the original rescue plan — 
already the largest state aid 
sum ever to be approved by 
Brussels. “We’re not going to 
let this happen again." said 
an official 

But if attitudes in Brussels 
have hardened, the Commis- 
sion must share the blame 
for the continuing mess at 
the troubled bank. Critics 
point out that if Mr Van 


Miert had imposed tougher 
conditions when the French 
government first begged per- 
mission to hall out the hank , 
the sit uatio n today might he 
less catastrophic. 

“The Commission didn’t 
push the bank bard 
enough," says a Brussels- 
based lawyer. “Even at the 
time, everyone foresaw that 
the bank would be bad: for 
more." It did not take long. 
In 1996 the Commission 
allowed a further FFr3-9bn 
of emergency aid to be paid 
to the hank. One year later. 
and it is clear that the origi- 


nals meanwhile escalated 
way beyond FFr45bn. 

The French government 
hnc dismissed as “fantastic” 
the FFrISObn figure. But it is 
in line with estimates pro- 
vided earlier this year by the 
former head of the French 

parliamentar y commission 

set up to supervise CDR. 

Whatever the final sum. 
the nettled officials of Brus- 
sels have said they will only 
agree to a new recapitalisa- 
tion if France comes up with 
for-reaching remedies. 

A sale of the h ank ’s Ger- 
man and Belgian interests 


Cost could be FFrl50bn - over 
three times higher than FFr45bn 
of aid included in original plan 


nal plan was a failure. 

The rescue operation 
allowed Credit Lyonnais to 
strip out of its balance sheet 
for sale some FFr2 OObn of 
gross assets, including loans 
into a “bad bank" called the 
Consortium de Realisation. 
It would make a loan to CDR 
to finance the assets 
removed at below market 
interest rates. 

As the interest - paid by 
CDR to Credit Lyonnais dur- 
ing 1996 dropped in line with 
the market, the bank was 
still locked in to financing 
its loans at high, fixed rates. 
It also suffered from reces- 
sion in the banking sector. 

The costs to CDR of selling 
the bank’s rotten assets at 
below the values at which 
they had been reported in 
the accounts of Credit Lyon- 


has been mooted as a likely 
sacrifice. But the Commis- 
sion would only accept the 
sale of BfG, the German 
bank, as an acceptable rem- 
edy if it could be sold at a 
profit - in other words, with- 
out yet mare state aid. 

Apart from these two 
assets, there Is not much 
else in Europe for the hank 
to sell. The Commission 
recognises that the sale of 
French assets would be com- 
plicated. 

“The bank's French inter- 
ests are so integrated with 
the b anking business that 
they can’t he separated out,” 
said a Commission official, 
adding that no one would 
want to buy them anyway. 

Officials did not comment 
on whether Credit Lyonnais 
would be pushed into selling 


prized assets such as profit 
able operations in the US 
and Asia. They merely say it 
was France's obligation to 
propose suitable remedies. 

Paris and Brussels must 
also settle a dispute over 
how the total amount of 
state aid involved in the new 
rescue plan is assessed. 

Dominique Strauss- Kahn , 
French finance minister, 
wants the Commission to 
scrutinise the “good" bank 
separately from CDR - the 
“bad" bank. 

“They say we should not 
add apples and pears," says 
a Commission official. “But 
we know it is all part of the 
samo r escue package.” 

There is also the question 
of how much pressure to 
exert on the French govern- 
ment to fulfil the original 
plan's objective of privatis- 
ing Crddit Lyonnais by 2000. 

With so many outstanding 
problems, a final ripriirinn is 
unlikely to be taken before 
January. For all its tough 
talk, the Commission is 
almost certain to give the 
go-ahead to a recapitalisa- 
tion. The test will be how big 
a recapitalisation, and how 
tough the remedies. 

The losers, meanwhile, 
remain competitor banks,, 
having to compete with an 
institution subsidised by the 
French state. But those who 
will suffer most are French 
taxpayers, faced now with 
an w m more enormous bill 
far correcting Credit Lyon- 
nais’s disastrous past errors. 


Emma Tucker 
Andrew Jack 


Waigel urges fresh 
talks on tax reform 


By Peter Norman In Bom 


Theo Waigel, Germany's finance 
minister, urged the opposition yester- 
day to resume negotiations on the gov- 
ernment’s stalled plans for tax and pen- 
sion reform, saying an agreement could 
be reached in 24 hours that would trig- 
ger “investment fireworks”. 

He appealed to the Social Democratic 
party, which has blocked the reforms 
in the Bundesrat, the second chamber 
of parliament, to join the government 
in a “contract with the future” that 
would bring capital, know-how and 
jobs to Germany. 

Mr Waigel was speaking on the first 
of four days of debate that will 
complete discussion in the Bundestag, 
the lower house, of the revised federal 
budget for 1997 and Bonn’s budget 
plans for next year. He said Germany 
needed further reforms of its social 
security system, labour markets and 
tax system. 

The government has repeatedly tried 
and foiled to negotiate a deal with the 
SPD on tax and pension reform this 
year, and there was no sign yesterday 
that the opposition would respond to 


Mr Waigei’s latest appeal 

Joachim Poss, an SPD budget expert, 
told the minister that his speech 
showed he had lost touch with reality. 
Kaii Diller. another SPD finance 
spokesman, accused Mr Waigel and 
Helmut Kohl, the chancellor, of pursu- 
ing bankrupt policies that had plunged 
Germany into crisis. 

Mr Waigel said he was ready to start 
immediate negotiations on tax reform. 
He indicated he was prepared to talk 
about a reform with a net tax reduction 
of DM7bn (S4hn) - DMSbn rather than 
the DM30bn of annual net tax cute orig- 
inally proposed in January. 

He also spoke in favour of a one-off 
one percentage point increase to 16 per 
cent in the standard rate of value 
added tax. This would help finance 
Germany's public pay-as-you-go pen- 
sion funds and prevent the unpopular 
planned increase in pension contribu- 
tions to 21 per cent of gross wages and 
sala ri es. But he warned that VAT could 
not be seen as a reserve fund for Ger- 
many's financially stretched social 
security system. 

Despite public budgets that he 
described as strained to the limit Mr 



Theo Waigel: agreement could trigger 
investment fireworks’ 


Waigel assured parliament that Ger- 
many would have a public deficit of 3 
per cent of gross domestic product this 
year and next and qualify for European 
monetary union. 

He said increased contributions and 
savings Had improved frhp finances of 
the state social security funds by 
nearly 05 per cent of GDP this year. He 
forecast further improvements in the 
social security finances and lower defi- 
cits for federal, state and local authori- 
ties in 1998. 


Troops needed to keep peace for next few years, says Westendorp 


Nato to retain Bosnia presence 


By Michael Smith 
in Brussels 


Nato troops will be needed 
in Bosnia-Herzegovina for at 
least two to three more years 
if the region is to avoid a 
return to violence and ethnic 
cleansing, according to the 
international community’s 
high representative there. 

Carlos Westendorp said 
yesterday it might not be 
necessary to retain an 35,000 
troops for three years, but 
added: “We will need very 
close to that figure in the 
coming year." 

His comments, in an inter- 
view with the Financial 
Times, will fuel a debate in 


Washington on how long the 
12.000 or so US troops should 

remain in Urania. Althoug h 

the White House favours 
keeping troops there after 
the wristing mandate expires 
at tiie end of June next year, 
there is opposition In Con- 
gress. 

Mr Westendorp said a 
small reduction in troops 
was possible. “What is neces- 
sary is the continuing pres- 
ence of troops with tanks 
and long guns, so people can 
see they are there." 

The international police 
task force, election supervi- 
see and refugee workers an 
needed the protection of-the 
soldiers. “It wfll take at least 


two to three years before we 
no longer need the troops. If 
they leave now, 1 am sure 
war, the killing s and ethnic 
cleansing will come back." 

There have been sugges- 
tions in the European Union 
recently that the high repre- 
sentative’s authority in Bos- 
nia should be enhanced, but 
Mr Westendorp said yester- 
day he did not need new 
powers. Tt was not advisable 
that he should become a gov- 
ernor or a protector. 

He could take decisions 
with his Existing authority 
and he was prepared to use 
it soon, if necessary, to 
resolve arguments over 
issues including passports 


and car licence plates. “In 
many cases, they [the Bos- 
nians Serbs, Croats and Mos- 
lems] want me to take deci- 
sions, so that they can avoid 
having the responsibility 
themselves." 

Tasks ahead included the 
establishment of common 
institutions, the return of 
the lm or so people dis- 
placed from their homes, a 
restructuring of police forces 
and the fostering of multi- 
ethnic political parties. 

Mr Westendorp said there 
was a need to move fast. 
“We are never going to be as 
strong as we are now. We 
are never going to have as 
many troops." 


Russian 
build-up 
of unpaid 
wages 
‘a crime’ 


By John Thornhill 
In Moscow 


The build-up of unpaid 
wages in Russia ranks as 
“one of the greatest crimes 
of the twentieth century”. 
Bill Jordan, general 
secretary of the 
International Confederation 
of Flee Trade Unions, said 
yesterday. 

Launching a stinging 
attack on the lending 
policies of the International 
Monetary Fund and World 
Bank, he told a trade union 
conference in Moscow: 
“Millions of Russians are 
being robbed. They are 
having their wages stolen 
from thorn . 

“There is no difference 
between a robbery that takes 
place in the streets of 
Moscow and one that takes 
place in the workplaces of 
Moscow." 

The trade nnimn estimate 
that 20m Russians, or 
one-quarter of the workforce, 
are owed Rbs54.000bn 
($9.1bn) in back wages. 

Forty per cent of Russian 
workers did not receive their 
salaries last month — ■ ■ 

Mikhail Shmakov, 
president of FNPR, Russia's 
biggest trade union 
organisation, said millions of 
workers would go on strike 
over the winter to demand 
their wages. 

But he did not hold out 
much hope that industrial 
action alone could improve 
the situation. 

“Strikes are only effective 
where the factories are 
working effectively. Where 
factories are not working 
properly, strikes have no 
effect, so we have to 
consider other means of 
putting pressure on the 
government," he said. 

Boris Yeltsin. Russia’s 
president, has made it a 
government priority to 
eliminate outstanding wage 
arrears to federal employees. 

It has already succeeded in 
paying its debts to 
pensioners. 

But the bulk of back 
wages is owed by private 
companies, many of which 
are loss-making and 
mired in inter-enterprise 
debt 

Mr Jordan criticised the 
IMF and the World Bank for 
failing to take account of 
workers’ interests in framing 
their lending policies. 

He said they had offered 
“bad advice" and added that 
the Russian government Had 
exhibited “bad leadership” 
in accepting their 
rBw imnwrirtat lmig 

“They are quick to do the 
bidding of international 
finance. It is now time they 


started to do the bidding of 
the people who elected 
them,” Mr Jordan said. 

It must be declared a 
criminal act not to pay 
wages.” 

He said the international 
trade onions movement was 
lobbying the IMF and World 
Bank to ensure their 
loans were conditional on 
workers’ contracts being 
respected. 

“They [the international 
financial institutions] have 
seen many of their 
programmes, not just here in 
Russia but in Asia. Africa 
and Latin America, go 
horribly wrong. - 

And more and more they 
are beginning to involve 
civil society, which includes 
the trade union movement," 
he said. 

Mr Jordan said the 
build-up of wage arrears 
was not Just a tragedy 
for thp workers concerned 
but was also undermining 
the process of building 
trust In a market system, 
which the trade unions 
supported. 



NEWS DIGEST 


Russia denies 


gangster threat 


Russian gangsters pose no threat to ^^h/irvtixTtits 
^SS^Thave greatly 
ahroad since the fall of communism, RltsM3 s rop 
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abroad since the fall of communism, R«» ia s rop 

STr V^nwv. first deputy toterwr number- 
The head of the FBI said 

posed “imminent dangers" to the US- JLJJJIs including 
investigated numerous hair-raising me • , | 1 .j or jd. l 
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threaten US security. 

Mr Vasilyev conceded that Russian < 
abroad had grown sharply since the Soviet Union 
collapsed in 1991. “If we compare the number of criminal 
groups operating abroad in 1991 and today It has grow n 
SSS Sr he said. “More than 400 
beyond Russian borders. Reuters. . 


GREEK STRIKE 


Civil servants protest on pay 

Greece’s civil servants union held a 24-hour nationwide 
strike yesterday which ‘affected government offices and 
schools and delayed a number of flights. 

The civil employees called the strike to protest against 
next year’s budget, which calls for 2.5 per cent pay 
increases. The union wants a min i m um 5 per cent rise in 
salaries infla tion is projected to be at about 5 per cent at 
the end of the year. . , 

Most elementary schools were closed, high school 
t ea chers held three-hour stoppages and government 
offices were on skeleton staff. 

The state carrier Olympic Airways said it was forced to 
i-anppi or reschedule a number of domestic and 
international flights because of a three-hour work 
stoppage by air traffic controllers. 

The budget, which will be voted on In parliament next 
m onth, has been described as the toughest in recent 
years, with below-inflation pay rises, slashing of social 
security benefits and a number of new taxes. 

The prime minister, Costas Simitis. has said the 
measures are necessary if Greece is to join European 
monetary union by January 1 2001. Reuters. Athens 


BOSNIAN SERBS 


Poll gains for Plavsic 


Serb hardliner s have lost their absolute majority in 
parliamentary elections held to resolve a power dispute in 
the Serb-run part of Bosnia, election officials said 
yesterday. 

Gains by the Serb Popular Allian ce of the Bosnian Serb 
president, Bfljana Plavsic, ended the absolute majority of 
the Serb Democratic Party (SDS) associated with Radovan 
Karadzic, the former president and indicted war crimes 
suspect, they said. 

Last weekend's election for a new Bosnian Serb 
assembly was an attempt to end the power struggle 
between Mrs Plavsic and her supporters, and those who 
hanked Mr Karadzic, the wartime leader. 

-The results- were based on votes counted in 45 of the 61 
communes In the Bosnian Serb republic, but official 
results compiled by the Organisation for Security and 
Co-operation in Europe (OSCE), supervisors of the vote, 
will not be released before December 10. Unofficial tallies 
showed the SDS retained its lead, but won only 31 per 
centqf the- vote. In second place with 21 per cent was the 
Serb Popular Alliance, which is backed by the 
international community due to Mrs Plavsic’s support for 
the Dayton peace accords. AFP. Banja Luka 


KURDISH REVOLT 


Turks gain Balkan aid 

Turkey’s president Suleyman Demirel, said yesterday 
that Bulgaria, Romania and Turkey would sign an accord 
to counter organised crime and the Kurdish separatist 
movement 

“Turkey is very uneasy about the presence of terrorism 
and trafficking in drugs [in the Balkans],” Mr Demirel 
was quoted as saying by the semi-official Anatolia news 
agency. He was speaking to journalists on the aircraft 
back to Ankara after a 10-hour visit to Romania. 

“T urkey is disappointed by the support granted to the 
PKK by same of its neighbours, including Greece." Mr 
Demirel said. The PKK (Kurdistan Workers' party) has 
been fi g htin g since 1984 to set up an independent Kurdish 
homeland in south-east Anatolia. 

The Turk ish leader said there were still some 2£00 
armed PKK militants in the border area of northern Iraq, 
and that one of the moat important subjects discussed in' 
Romania was the presence of PKK members there. 

Mare than 27,000 people in all, comprising members of 
t he m ilitary and security forces, rebels and civilians, are 
estimated to have died so far in the Kurdish struggle in 

AFP. Ankara 


SLOVAK ECONOMY 


Trade deficit shrinks 


The Slovak trade deficit in October totalled Ki3.758bn 
(Ullm), narrowing the shortfall for the first 10 months of 
the year to KC42.99bn compared with a K547.85bn deficit a 
year earlier, the Statistical Bureau (SUSR) said yesterday. 

The bureau said exports totalled KC247.603bn in the first 
10 months of 1997, a rise of 10.4 per cent year-on-year 
whfle imports totalled KC290.597bn, up fL8 per cent against 
the same period last year. 

Machines and instruments accounted for the maloritv 
of imports, totalling KC72.2Q9bn. They also showed the 
fastest annual Increase among imports in the 
January-October period, rising by KCll.llSbn - or 18L2 per 
cent - against the same period last year. 

The fastest rising export articles were cars, aircraft and 
ships which increased by 89.6 per cent over 
JamiaiyOctober 1996. Return. Bratislava 


VATICAN CD-ROMS 


Virtual treasure trove 


The Vatican yesterday unveiled a new series of 
multimedia products, including a double CD-rom 
complete- with an interactive game. 

The new line also includes two new videocassettes 
including one on the Sistine Chapel and three books' 
indudfog onefor children called “Alice in the Museum of 
Marvds". Versions in various languages will be sold a t 
the Vatican bookstores. 

Hie interactive CD-rom takes viewers on a tour of the 
Vatican, its treasures and its history. The childrens’ book 
was intended to make the Vatican’s vast art collections 
more accessible and understandable. Vatican officials 
said. 

. In the last few years, the Vatican has been more 
aggressive in producing and marketing such products 
which have turned into successful moneysplnners for 'thp 
cash-strapped Holy See. The latest CD-rom is the 
Vatican’s fifth and it now has a series of 18 videocassettes 
“■d*. AP, Vatican CUp 
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Germany’s students take 
to the streets again 

Ralph Atkins and Frederick Studemann report on a campaign 
to preserve a time-honoured academic system from upheaval 


of knowledge for the many 


L ike an echo from 1968, 
Germany’s students 
are stirring and pre- 
paring to march on Bonn. Up 
to 50,000 are expected to con- 
verge on the seat of govern- 
ment tomorrow after a series 
of protests that have spread 
from Berlin and Hesse to 
other Lander, or federal 
states. 

There are substantia] dif- 
ferences,' however, between 
the unrest of today and the 
demonstrations of a genera- 
tion ago. Almost 30 years 
ago, the students' ostensible 
motive was to overturn the 
social order of what they 
viewed as a complacent, 
bourgeois state. 

These days the students 
have more narrow ambi- 
tions, and their protests are 
symptomatic of the difficul- 
ties Germany faces In 
reforming soda! institutions 
that have not changed with 
the thnea- 

"We are striking to pre- 
vent the situation in the uni- 
versities getting worse with 
more financial cuts,” says 
Caroline von der Schulen- 
burg, a first-year drama and 
language student at Berlin's 
Free University and member 
of the student union's strike 
steering committee. 

In Berlin, strikes yester- 


day will be followed by 
street protests today. The 
students say the cuts . In 
spending on the city's three 
universities will lead to a 
drop in overall student num- 
bers from 115^00 to 85,000 
and a halving of the number 
of professors. 

Such forecasts partly 
reflect soaring student num- 
bers. According to some esti- 
mates, there could be as 
many as 2.8m students in 
Germany in a few years’ 
time. 

But they also underline 
the acute financial pressures 
on the Under g o v e r nm ents, 
which have constitutional 
responsibility for education. 
At some universities stu- 
dents outnumber professors 
by 600 to one, and securing 
even a standing place in lec- 
ture halls is worth a distinc- 
tion. 

Although there seems 
little danger of violence in 
Bonn, Jfirgan Rftttgers, the 
federal education minister, 
has been quick to express 
solidarity with the students. 
“Today’s students are not 
from yesterday. 1968’s slo- 
gans and changing the sys- 
tem don't blow their socks 
off, 1 * he said. “They want 
professors who have time for 
them, a better chance in 


exams, well-stocked libraries 
and a seat in lectures* 
Peter Htntee. general sec- 
retary of the ruling Chris- 
tian Democratic Union, sub- 
tly shifted, the blame ou to 

his political opponents- Per- 
haps aware that young Ger- 
mans are increasingly disaf- 
fected with politics, Mr 
ffintze offered students his 
“full sympathy and backing* 
and pointed his finger at the 
Lander which, conveniently, 
are governed mostly by the 
opposition SadaJ Democratic 
party. 

But the gov e rnment's tac- 
tics may prove mistaken in 
the longer term The student 
protests are about more than 
the crunch a pfl the 

pressures for student places. 

T heir anger is also a 
reaction to attempts, 
largely initiated in 
Bonn, to reform a system 
that in many respects still 
abides by the 19th-century 
principle of “research for 
rese arch's sake" pursued by 
Wilhelm von Humboldt, the 
founding father of the mod- 
em university system. 

Like many of Germany’s 
postwar social structures, 
the education system is 
looking inwpaging fl y unsus- 
tainable. Students are study- 


ing too long - some 10 per 
cent of 29-year-olds are still 
in education — failing to 
meet the demands of the 
workplace. 

Worse, the system is foil- 
ing behind internationally. 
German universities are 
finding it harder to attract 
foreign students, threatening 
the country's future influ- 
ence abroad. German qualifi- 
cations are often incompati- 
ble with those of other 
countries. 

After years of debate, the 
federal and Under govern- 
ment finally struck a deal 
this summer on a series of 
changes. The university 
reform bill, starting its prog- 
ress through parliament, 
seeks to cut studying time 
and increase local university 
autonomy. 

It would also introduce 
bachelor’s degrees, a qualifi- 
cation long sniffed at by Ger- 
man students and education 
officials who consider a mas- 
ter’s degree - if not a doctor- 
ate - the mmhnum expected 
of students. 

Among those recognising 
the Importance of cultural 
change is President Roman 
Herzog, who taught constitu- 
tional law at Berlin . Free 
University. In a speech in 
Berlin earlier this month, he 
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warned of the need to make 
university education more 
relevant to the demands of 
the outside world. 

Students remain Sceptical- 
Bachelor degrees, for 
instance, are seen as a move 
towards a two-speed univer- 
sity system. Students con- 


tend that higher fees will 
introduce money-based eli- 
tism into a system which 
since the second world war 
has prided itself on being 
egalitarian. Many regard a 
British or French-style alma 
mater culture as socially 
divisive. 


The danger faced by Mr 
Rfittgers is that by siding 
with the students and call- 
ing for an “action partner- 
ship" of federal government. 
Lander and the universities 
to rebuild confidence, will 
forge a consensus only 
around the status quo. 


Romania in danger of reverting to habits of inertia 


By Anatol Ueven 

A year after taking office as 
president of Romania, Emil Con- 
stant in esc u presides over an 
administration with solid achieve- 
ments to its credit. However for- 
eign investors fear it may be run- 
ning out of steam. 

In July, the government 
received a bitter disappointment 
when not invited to join Mate in 
the first wave of new applicants. 
Despite brave words from Buchar- 
est, membership of the European 
Union looks distant 

Ion Florescu of Capital SA. the 
investment bankers, said: “The 


IMF puts pressure on them, they 
carry out some changes, then the 
IMF goes away, and the officials 
go back to their bad habits. It's 
not opposition to reform as such, 
but inertia. You need a real, cou- 
rageous effort from within the 
government to get things done. It 
looks as if the will for this has 
gone down." 

Last month, macro-economic 
stabilisation seemed to be in dan- 
ger when monthly inflation 
soared again to 6^ per cent, after 
dropping to 0.7 par cant in July. 
Part of the reason was govern- 
ment concessions to protesting 
workers in the summer. 


This had the effect of defusing 
the threat from the once-feared 
miners' union, most of whose 
members appear to have decided 
to take their compensation pay- 
ments and look far other work. 
But it has put a strain on the 
budget that Romania can ill 
afford. 

To speed reform, the president 
last month announced a restruct- 
uring of the government, details 
of which will be made public on 
December 2. 

But one western businessman 
said: “This was an awfully long 
time to talk about a reshuffle. It 
doesn't give an impression of deci- 


siveness- Until it's over, we won't 
know if the impetus for reform 
can be regained.” 

The twain feature in the reshuf- 
fle is expected to be the merging 
of several government depart- 
ments to form one giant privatisa- 
tion ministry. 

This, it is hoped, will answer 
criticisms from the International 
Monetary Fund and World Bank 
about the slow pace of privatisa- 
tion, and from would-be foreign 
buyers about slow and irregular 
bureaucratic procedures. Drafts of 
a new foreign investment law 
have been repeatedly changed. 

But investors say the govern- 


ment's privatisation record has 
been good compared to that of the 
previous administration of Ion 
Hiescu. Foreign direct investment 
for the first nine months of this 
year has been $1.3bn (£769m>, 
against $3.4bn for the entire 
period from 1989 to this year. 

The government now faces the 
much trickier question of begin- 
ning to privatise the state h anks 
and the regies autonomes, the 
state groups which control public 
utilities and much of industry. 

On banks, the government has 
begun to move forward, though at 
immense cost. Their unrecovera- 
ble loans have proved much 


greater than previously reported. 
On the regies autonomes, the gov- 
ernment still seems unsure over 
how to proceed. 

Diplomats say Romania’s new 
leaders are honest and committed 
to reform. They admire them for 
showing courage in imposing aus- 
terity measures that have cut real 
wages by some 30 per cent 

But in the words of Francois 
Ettori. World Bank representative 
in Bucharest “if forceful action is 
not taken by the government to 
change certain matters in a major, 
visible way, the benefits of macro- 
stabilisation win be washed away 
in six months". 


EU helps 
citizens 
to claim 
rights 

By Emma Tucker in Brussels 


More than 1m people have 
contacted Citizens First, a 
European Commission Initia- 
tive aimed at giving people 
information on their rights 
to work, live and study in 
other European Union coun- 
tries. 

A second phase . - 
launched yesterday 
focuses on equal opportuni- 
ties between men and 
women, consumer protec- 
tion. buying goods and ser- 
vices In other member-states 
and travelling within the 
EU. 

Surveys by the Commis- 
sion have shown that people 
are ill-informed about their 
rights to exploit the Euro- 
pean single market. For 
example, they do not have 
the necessary information to 
buy financial services from 
other member-states, and 
remain wary of product stan- 
dards in other EU states. 

The initiative includes a 
“signpost service" that gives 
advice on specific situations 
and problems. People who 
contact the service are called 
back wi thin three days by an 
expert and advised on the 
next step they should take. 

Recent examples include a 
German student seeking to 
study in Spain who was told 
by the Spanish authorities 
that she needed to prove she 
had Pta75,00Q ($500) in a 
Spanish bank account before 
she could obtain a residence 
permit. Citizens First told 
her they had no right to ask 
for anything more than a 
declaration that she had suf- 
ficient financial resources. 

Similarly, a UK national 
wanted to join the board of a 
national sports federation in 
Greece. He was told he 
needed authorisation from 
the relevant Greek minister, 
whereas Greek nationals 
could be appointed automati- 
cally. 

He was advised to lodge an 
official complaint as the dis- 
crimination violated the EU 
treaty. 

Citizens First Internet Web 
site : http:Hdtisens.eu.int 


Billiton 




1997 ($m) 

1996 ($m) 

Turnover (including share 
of associates) 

5,815 

5,648 

Attributable profit excluding 
exceptional items 

335 

324 

Attributable profit including 
exceptional items 

537 

433 

Attributable net assets 

3,014 

1,997 


US cents 

US cents 

Earnings per ordinaiy share 
excluding exceptional items 

19.6 

19.0 

Earnings per ordinaiy share 
including exceptional items 

31.5 

25.3 




l 'jj ?V V £* . •. V 

• Attributable profit'(excluding exceptional items) up 3% to $335 million 

• Cash Flow from operating activities up 17% to $1 billion 

• Successful IPO and flotation on the London Stock Exchange 

• Merger of Billiton's nickel interests with QNI of Australia 

• Increased investment in new business and exploration 

Commenting on the results, Brian Gilbertson, Chairman, said: 

"The 1997 financial year was one of great activity for the group. With our successful IPO 
and flotation we mno have the three ingredients necessary for a great mining company: 
world class mineral deposits , critical mass and access to capital. 1 look forward to the future 

with confidence." 


te Affairs 


For further information contact 

Mjrv Gonsalves. Senior Manager Corporate 
Billiton Fte, 1-3 SrrandjLmdon WC 5HA 
Telephone 0171 747 3SOO, Fasdmile 0171 74/ 3909 


-Billiton 

Registered in England No. 3196209 Registered Office: 1-3 Strand London WC2N 5HA 
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NEWS: INTERNATIONAL 


Office for Ill-Gotten Gains 



tries to sweep Congo clean 

Purging corruption may be difficult in the former Zaire, where 
the system forced everyone into graft, reports Mlchela Wrong 



D escribing a system 
corroded from top to 
bottom by corrup- 
tion, the late President Mob- 
utu Sese Seko once 
remarked of Zaire: "Every- 
one is for sale.” From their 
offices in the elegant Gombe 
district, 125 state employees 
are now embarking on the 
controversial task of eradi- 
cating that national vice. 

Created after Mobutu was 
toppled by the Alliance of 
Democratic Forces (AFDL). 
the Office des Biens Mai 
Acquis (Office for Ill-Gotten 
Gains) is undertaking the 
modern equivalent of 
cleaning the Augean stables: 
trying to eliminate graft in a 
nation on the take. 

Operating out of a white- 
washed villa once owned by 
the president’s first wife, 
OBMA's agents are logging 
the greedy plunder that 
reduced a nation extraordi- 
narily rich in copper, cobalt, 
diamond, gold and coffee to 
pauper status. 

Behind it lies the convic- 
tion, echoed in a handful of 
traumatised African states, 
that the future can only be 
built once past shames have 
been purged. What the Truth 
Commission is for South 
Africa and the International 
Tribunal may yet be for 
Rwanda, OBMA Is meant to 
be in the rebaptised Demo- 
cratic Republic of Congo. 

But in contrast with the 
Truth Commission, amnes- 
ties are not on offer. "There 


will be no pardons," insists 
Jean-Bapdste Mulemba, the 
former guerrilla fighter who 
heads OBMA. “If we forgive, 
those who come tomorrow 
will also steal. Once is 
enough. There won't be a 
second time in our country.” 

Working with teams of 
European and American law- 
yers specialising in strata- 
gems used to conceal capital 
flight, OBMA is locating the 
bank accounts, companies, 
shareholdings and properties 
Mobutu and his coterie 
established in a score of Afri- 
can and western countries in 
three decades in power. 


There will be 
no pardons. . . 
there won’t be 
a second time’ 


Helping the process, says 

Mr Mulemba, are changing 
international attitudes to 
banking confidentiality, trig- 
gered in part by the outcry 
over the treatment Swiss 
banks allotted to Jewish 
Holocaust victims. 

“The Swiss banks started 
chasing accounts at our 
request when Kinshasa was 
not yet in the AFDL's con- 
trol. Switzerland and Bel- 
gium have both agreed to 
freeze Mobutu's assets," he 
says. 


France, Mobutu’s most 
faithf ul ally, has been l ess 
co-operative and Portu g al, 
Morocco, Senegal and Ivory 
Coast have yet to respond to 
requests for an asset freeze, 
which moans the exiled Mob- 
utu family nan c tm tap those 
sources for funds. 

"But if we can evaluate 
with our own methods the 
size of that fortune I don't 
think any country will 
refuse to hand over those 
funds in the end.” says Mr 
Mulemba. “We’d love to 
recover it all but recapturing 
even 60 per cent wouldn't be 
bad." 

Trickier has been the hunt 
conducted at home: tracking 
down state-owned properties 
and companies that were 
seized by the mouvanders - 
members of the former elite 
- h ank loans that were 
never repaid, taxes and 
duties ignored, accounts fid- 
dled, “little presents” made. 

Triggering a chorus of out- 
raged squawks from its vic- 
tims. OBMA agents have 
been touring the villas of 
Bin 2 a. the leafy district 
perched above Kinshasa, 
demanding proof of owner- 
ship from mouvanders who 
chose not to flee. In town 
they have been knocking on 
company doors, asking to 
see the accounts. 

Expatriate businessmen 
are not being spared, a fact 
that has prompted remon- 
strati ons from embassies. 
But graft was not confined 


to Zaireans. "Plenty of for- 
eigners exploited Mobutu’s 
system to set up their little 
scams,” says a cabinet min- 
ister. "Of course now they 
kick up a fuss." 

Since August, the OBMA 
has confiscated 10 busi- 
nesses worth an estimated 
$200m and seized 300-350 
flats and houses In Kin- 
shasa. Mr Mulemba ’s judi- 
cial Inspectors are preparing 
200 .cases for the courts. 

Bixt this is just the start 
Mr Mulemba estimates that 
90 per cent of the capital’s 
companies indulged in the 
practice of appointing a mou- 
oander to their boards as a 
way of avoiding tax obliga- 
tions, and are therefore sus- 
pect 

“We will spend as long as 
it takes to expose what went 
on, 10 years, 20 years, a cen- 
tury if necessary,” he prom- 
ises. 

And therein lies the rub. 
For Mobutu’s system sucked 
in those around it as graft 
became a practical necessity 
rather than a personal fall- 
ing. Ctvfl servants asked for 
backhanders because they 
never received their salaries. 
Companies paid off generals 
rather than see their prem- 
ises wrecked. Playing the 
game often meant the differ- 
ence between bankruptcy 
and survival. 

“If OBMA makes no dis- 
tinction between the fat cats 
who drank pink champagne 
and the wwiflTl fish, it Will 


end up investigating every 
single Congolese citizen,” 
says a diplomat. “No one 
here has a clean con- 
science.” 

That sad truth seems lost 
on AFDL ringleaders, who 
spent long years in exile and 
have little understanding or 
sympathy for the Informal 
self-help arrangements that 
replaced collapsing formal 
structures. 

Pragmatists also warn that 
while uncertainty reigns 
over whether hundreds of 
businesses are slated for con- 
fiscation, only the most fool- 
hardy would step op invest- 
ment in Congo, condemning 
an economy in desperate 
need of a jump-start to lan- 
guish in the doldrums. 


“OBMA is doing more 
harm than good,” says a 
banker. “We should say: 
•Let’s wipe the slate clean, 
start again and if anyone 
breaks the law in future 
they should be punished'.” 

T he price of adopting 
an overly high moral 
stance may be coining 
home to the government as 
the mouvanders turn the 
tables on the AFDL, saying 
that a movement that 
blitbely appropriated villas, 
cars, televisions and tele- 
phones in the first days of Its 
military takeover is poorly 
placed to preach. 

President Laurent Kabila 
was forced earlier this 
month to order ill-gotten 


g ato * seized by AFDL min- 
isters and army officers to be 
returned to their owners. 
OBMA agents seem to spend 
as many hours chasing up a 
flood of complaints lodged 
since the May takeover as 
abuses committed under 
Mobutu. 

Most embarrassingly, sev- 
eral OBMA agents who 
found old habits hard to 
break are now under investi- 
gation for using their posi- 
tions to make ill-gotten gains 
of their own. Mr Mulemba, 
who plans eventually to 
open an OBMA office in 
every big town and province, 
admits the operation is in 
need of restructuring. 

But the lapses highlight a 
basic dilemma: that until 


Congo's economy is healthy 
enough to guarantee its citi- 
zens - especially its state 
emplovees - a decent stan- 
dard of living, moral rigour 
is unlikely to triumph. In 
trying to eradicate graft 
without eliminating its 
causes. OBMA may be put- 
ting the cart before the 
horse. 

Ask Mr Mulemba how 
many citizens have sponta- 
neously volunteered their 
ill-gotten gains and the 
answer is edifying. “We have 
had just one case, or some- 
one who handed over a car 
Mobutu had given him. On 
the contrary, the tendency is 
to hang on like grim death. 
Mentalities have not yet 
changed." 
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NEWS DIGEST 

Cairo rejects 
coup claim 

Egypt’s foreign minis ter yesterday rejected Qatari claims 
that Egypt was involved in a coup attempt against the 
Qatari leader. Sheikh Hamad bln Khalifa al-Thani. Accu- 
sations that Egypt supported the 1996 coup attempt 
emerged after Egypt boycotted a regional economic sum- 
mit held in Qatar two weeks ago. Amr Moussa. Egypt's 
foreign minister, yesterday summoned Qatar’s ambassa- 
dor. to Cairo to demand an explanation. The official Qatar 
News Agency listed 110 coup suspects who go on trial 
today. Forty people accused of involvement, among them 
two Egyptians, remain at large. 

Worsening relations between the two countries hard- 
ened yesterday when Mr Moussa said he would not attend 
a meeting of Gulf war allies in the Qatari capital Doha 
next month. President Hosni Mubarak of Egypt has 
denied any Egyptian involvement in the attempt to rein- 
state Sheikh Hamad's father Sheikh Khalifa to the throne, 
following the latter’s overthrow by his son in a 1995 pal- 
ace coup. Mark Huband, Cairo 

■ SOUTH AFRICAN TRADE 

Britain offers to help 

Britain yesterday promised Thabo Mbeki, South Africa’s 
deputy president, that it would use its forthcoming presi- 
dency of the European Union to Improve South African 
access to EU markets through a free trade agreement 
This pledge came at the first meeting of the UK-South 
Africa bilateral forum in which Mr Mbeki met Tony Blair, 
the UK prime minister, and four other ministers including 
Robin Cook, the foreign secretary. South Africa's negotia- 
tions with the EU have dragged, partly because of French 
and Spanish fears of competition from its fruit and wine. 
Mr Mbeki and UK ministers also discussed Nigeria and 
Congo, formerly Zaire, and global issues including crime, 
drugs and environment Michael Holman, London 

■ TAJIKISTAN AJD 

Donors pledge $56m 

The International community pledged $5&5m yesterday to 
the former Soviet republic of Tajikistan, which is building 
a fragile peace after four years of civil war. 

The sum fell short of the declared goal of a 40-nation 
donor conference to raise $65m in support of political, 
social and economic reconstruction. 

Gerd Dietrich Menem. UN special representative for 
Tajikistan, said the funds would support an amnesty, 
demobilisation of military forces, repatriation of refugees 
and eventual multi-party elections. Reuters, Vienna 


Israeli 


By Judy Dempsey 
in Jerusalem 

Israel’s cabinet will today 
decide whether to withdraw 
troops from part of the West 
Rank amid growing threats 
from nationalists to topple 
Benjamin Netanyahu's gov- 
ernment. 

The pullback, dismissed as 
“not serious” by the Pales- 
tinians, involves Israel 
returning between 6 and 8 
per cent of territory to full 
Palestinian control. This 
would bring the amount of 
land UDder their authority to 
about 36 per cent. 

Yassir Arafat, president of 
the Palestinian Authority, 
had already rejected an ear- 
lier redeployment - the first 
of three pullbacks under the 


right threatens Netanyahu 


1995 Oslo Interim Agreement 
- saying the 2 per cent of 
land handad back last March 
by Israel to the Palestinians 
was unacceptable. Yester- 
day, he said he was “not ask- 
ing for the moon, only for 
what has been signed and 
what has been agreed upon”. 

Mr Netanyahu, struggling 
to reassert his authority 
after trying to scrap party 
primaries In a bid to reduce 
the influence of the wider 
party membership, wants to 
go ahead with the with- 
drawal. Israeli officials said 
the prime minister needs to 
convince Washington he is 
committed to the peace pro- 
cess as well as find ways to 
improve the relationship 
with President Bill Clinton 
who refused to meet Mr 


Netanyahu on his recent 
visit to the US. 

Under pressure from the 
US - increasingly frustrated 
at the dangerously slow pace 
of the peace process - Mr 
Netanyahu earlier this week 
told his key cabinet minis- 
ters he would be prepared to 
return between 6 and 8 per 
cent of land. The third pull- 
hack, he said, wonld be left 
until the final status negotia- 
tions with the Palestinians. 

But nationalists grouped 
around the “Land of Israel 
Front” which wants to hold 
an to what they regard as 
the biblical lands of Israel, 
yesterday pledged to topple 
Mr Netanyahu's government 
if the pullback went ahead. 
And Benny Begin, former 
science minister, said he 


would vote against the pull- 
back as well 

The cabinet itself is far 
from united on the second 
pullback. Limor Livnai. the 
communications mini ster, 
Zevulm Hammer, education 
minis ter and Yitzhak Levy, 
transport minister, oppose 
the limited redeployment. 
Bat Israeli officials said 
much would depend on Ariel 
Sharon, infrastructure min- 
ister, who' carries consider- 
able influence In the cabinet 
and government 

During a visit to Washing- 
ton last week, Mr Sharon 
unveiled his “strategic area" 
- a map showing future bor- 
ders for Israel and a Pales- 
tinian state in the eventual- 
ity of a final settlement 
agreement 


Officials said Mr Sharon 
does not want any troop 
pullbacks that would com- 
promise areas along the Jor- 
dan Valley, the desert areas 
dose to the dty of Hebron, 
of- which 80 per cent was 
passed to Palestinian control 
last January, and the narrow 
belt Israel controls along the 
coastal areas. 

Washington, however, is 
pressuring Israel to give 
back about 12 per cent of 
territory to the Palestinians, 
believing this would help to 
restore confidence between 
both sides. That would leave 
tiie Palestinians with 40 per 
cent of the West Bank, well 
short of their expectations of 
obtaining 80 per cent of terri- 
tory. 


Smartcards gain firm 
hold on world industry 


By Pad Taylor 

Traditional magnetic strip 
cards will soon begin to 
disappear and will be 
replaced by "smartcards" - 
plastic cards containing tiny 
computers on a chip - 
according to a report 
published yesterday by 
Datamonitor. the technology 
market analysts. 

The report notes that the 
smart card industry is now 
growing rapidly with the 
total number of cards in 
issue worldwide climbing to 
l-2bn by the end of this year 
with Europe accounting for 
75 per cent of the global 
market 

“Smartcards are becoming 
widely adopted in every 
region of the world and 


operating in industries as 
diverse as telecoms, 
financial services, healthcare 
and pay television," say the 
authors. 

Two out of every three 
smartcards are currently 
used in the telecoms sector, 
mostly in digital GSM 
telephones or telephone 
cards. 

However, this is changing 
quickly as the health and 
financial services sectors 
begin to adopt smart card 
technology. 

Currently the health and 
financial sectors account for 
20 per cent and 83 per cent 
of- smartcards respectively. 

Both France and Germany 
are adopting nationwide 
health identity schemes, wnd 
German banks have 


launched Geld. Karte, a 
smartcard scheme involving 
more than 40m customers. 

Over the next few years, 
Datamonitor predicts 
smartcards will dqminate 
global financial services 
industries. 

The report also highlights 
the continued growth of 
interest In contactless 
technologies - smartcards 
which use wireless 
rv rmrm ml cations to exchange 
data with card readers 
instead of requiring physical 
contact - particularly in the 
transport sector. 

Use of contactless cards 
has begun in Korea, Hong 
Kong and London. 

Smartcard technology was 
developed and first deployed 
in Europe, particularly 


Globalsmart cards; 



France and Germany, applications are becoming 
However, Europe’s far more popular, with many 

Importance as “the home of government organisations, 
the smartcard" is beginning large corporations and state 
to decline as other markets, bodies adopting smartcards 
especially in the Asia-Pacific for uses as diverse as 
region, begin to adopt the personal ID and access 
technology. control, to food stamps.” 

“The US market remains Global SmartCard 
resistant to smartcards. with Opportunities 1997-2002. 
little activity in the telecoms available from Datamonitor, 
and financial services (41) 171 319 0001. Executioe 
sectors." says the report. summary free . Pull report, 

“However closed £1,995. 


Unita told 
to shut 
Paris 
office 

France ordered Unita tu 
dose its office in Paris yes- 
terday and cease political 
activity there in line with 
United Nations sanctions 
against the Angolan opposi- 
tion group. Reuter reports 
from Paris. 

“French officials asked 
Unita to dose down its rep- 
resentative office in France. 
The movement complied and 
put an end to its political 
activity in France." Yves 
Doutriaux, foreign ministry 
spokesman, told journalists. 

The UN imposed air and 
travel sanctions against 
Unita last month, and 
ordered it to shut all its 
overseas offices. 

The sanctions were 
imposed as punishment for 
flouting provisions of the 
peace process set in motion 
three years ago to end two 
decades of civil war against 
the former ruling Marxist 
MPLA. 

The UN said Unita had 
failed to disband its guerrilla 
force, hand in all its weap- 
ons and give up Angolan ter- 
ritory under its control. 

The former rebel move- 
ment said earlier this month 
that it had decided to stay 
within the peace process. 

In April, Unita sent 70 
party moderates to Luanda 
to take up seats in parlia- 
ment and some ministries in 
a unity government, as 
agreed in the 1994 treaty. 

Mr Savimbi said in an 
Interview last week that 
Unita no longer had the 
capacity to wage war against 
the Luanda government. 

Unita offices have been 
closed elsewhere in Europe, 
including in Portugal. 
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In business as in motor racing, 
you can’t beat being at 

Le Mans for the race. 


In the heart of an exceptional motorway network, 
Le Mamr-Sarthe ban excellent road Units to the rest of France 
and Europe. Although Paris is not faraway (lew than 1 hour 
by TGV), the setting up coats and rents make the region an 
attractive location. In terms of performance, it is an impor- 
tant centre for the motor industry in France and one of the 
main centres for the igrirultural produce industry. 
Like Philips, who have chosen to base a World Mobile 
Telephone Centre here, you have everything you need to 
succeed in Sarthe. So, make a beeline now. 


Le Mans - Sarthe 


Angonka Margate, tot 00 33 2 43 57 43 10 
bt(|K//wwwsarttMXora - e-mail: cMsOsartbaxon 



Poos faces delicate mee ting in 
bid to help end Algerian crisis 


By Roida Khalaf hi London 

Jacques Poos, Luxembourg's 
foreign minister and presi- 
dent of the Council of the 
European Union, will be 
treading carefully today 
when he meets Ahmed Attaf , 
Algeria’s foreign minister, to 
discuss ways Europe can 
help end Algeria's nearly six- 
year conflict 

Any hint of foreign criti- 
cism meets fierce resistance 
from Algeria’s military- 
backed authorities and cries 
of foreign interference in 
domestic affairs. But Euro- 
pean governments have 
grown increasingly desper- 
ate about the Algerian crisis 
and Mr Poos today will 
attempt to convince Mr Attaf 
of tiie need for foreign medi- 
ation, a European official 
said. 

Such a suggestion, which 
one EU official said would be 


“under the aegis of the 
United Nations for 
instance", is likely to be 
rejected by Algiers, even if 
presented as not being 
directed against the regime. 
But It could mark the first 
move towards developing a 
serious EU peace initiative. 

European governments 
have come under sharp criti- 
cism for their perceived 
silence and lack of action. 
EU foreign ministers last 
month expressed deep con- 
cern at the situation and 
called on Mr Poes to organ- 
ise a meeting with Mr Attaf, 
who then is to travel to 
Brussels to meet members of 
the European parliament’s 
foreign affairs committee. 
The EU parliament yester- 
day began a hearing into 
human rights abuses In 
Algeria. 

Algiers has already gone 
on the offensive. Officials 


said yesterday that Mr Attaf 
had asked to meet Mr Poos 
before the EU foreign minis- 
ters’ call, in part to raise 
concern over “ambiguous" 
statements on terrorism 
issued by European officials. 

The EU*s growing distress 
follows the massacres of 
civilians this summer in 
which the army did not 
intervene. This led EU for- 
eign ministers last month to 
underscore “the right of the 
population to protection". 

The Algiers government, 
which blames all the vio- 
lence on extremist Islamist 
groups, has said security 
.forces had been tricked in 
the past and ambushed, thus 
their apparent passivity. 

But Amnesty International 
published a report last week 
in which it expressed con- 
cern that death squads with 
ties to units or factions in 
the security forces or state- 


armed militias may have 
been responsible for some of 
the massacres. 

A former Algerian secret 
agent seeking asylum in the 
UK and another presumed 
current member of military 
security have also made alle- 
gations in the foreign press 
this month of regime com- 
plicity in the violence. 
Algiers has dismissed the 
allegations. 

The EU move follows local 
elections in Algeria on Octo- 
ber 23, in which opposition 
parties accused the govern- 
ment of fraud and took to 
the streets in protests. 

• Algeria's foreign reserves 
reached more than *75bn at 
the end of September, com- 
pared with ®4Jbn in Decem- 
ber 1996. the government 
said yesterday. 

The rise is due to higher 
crude oil revenues and a fall 
in imports. 
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WHAT'S BEHIND 
BARCLAYS CAPITAL? 


Two things really. The first is Barclays with its 
outstanding reputation, its AA credit rating and its 
long experience in international financial markets. 

The second is capital. The access we have to a 
balance sheet of over $350 billion gives us the 
financial muscle to support our clients in many 
different ways. 

But the real leverage lies in combining the two. 
Barclays Capital is focused on integrating the full 
array of debt, lending and risk management products 
to provide innovative solutions for our clients. This is 
what makes us different and represents an altogether 
new approach to investment banking. 

Still international and still very much in the 
business of providing financing advice. But through a 
greater concentration on debt and risk management 
products, we can better understand what our clients 
need and so provide them with an even better service. 
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NEWS: WORLD TRADE 


Lift-truck makers raise their hopes 


Peter Marsh on how lift-truck companies are 
trying to make the most of a difficult market 


A mature and 


European fift truck shipments 

200 


N ovel parenting 
arrangements, 
cohabitation and 
even a hint of cros&dresstag: 
Europe's lift-truck industry 
is taking’ on a stream of new 
ideas in an effort to build up 
sales in one of the conti- 
nent's most competitive 
manufacturing sectors. 

Shipments (sales and leas- 
ing) across Europe of lift 
trucks are expected to be 
about 157,000 this year, 
barely up on the past two 
years. Even though the sec- 
tor has recovered well since 
the recession of 1993. when 
just 107,000 trucks were sold, 
the industry is braced for a 
period of only muted growth 
as their customers experi- 
ence fiercer competition. 

Lift trucks are among the 
best bellwethers of broad 
economic trends. They are 
used by a wide range of 
industries, in manufactur- 
ing, distribution and retail- 
ing. But as companies in 
these sectors strive to cut 
costs and improve efficiency 
in a highly competitive cli- 
mate, so the pressures on 
lift-truck makers mount 
“The industry is tough, 
and it’s getting tougher,” 
says Marianne Nilson, man- 
aging director of Atlet. a 
Swedish lift truck maker 
which specialises in ware- 
house trucks - one of the 
two basic types of trucks, 
the other being “counter-bal- 
ance” vehicles used in basic 


fetch-and-carry applications 
in factories and distribution 
yards. Sales of both types in 
Europe including servicing 
and spare parts are worth an 
estimated $&5bn a year. 

The industry is dominated 
by Unde of Germany which 
accounts for about a third of 
sales. The other members of 
the big four truck makers, 
which together control about 
three quarters of the market, 
are Jungheinrich of Ger- 
many, Nacco of the US and 
BT of Sweden. 

The competitive struggle 
is all the harder because the 
industry is technologically 
mature. Leaving aside the 
divisions between counter- 
balance and warehouse 
trucks (which normally can 
lift to greater heights) most 
of the 10 or so big lift truck 
makers across Europe have 
products that are barely dis- 
tinguishable from each 
other. 

Increasingly the suppliers 
compete on price and ser- 
vice. Jungheinrich taken 
ideas from consumer goods 
and office equipment compa- 
nies such as Philips and 
Xerox to step up its “after 
sales” service, for instance 
on maintenance. 

Manufacturers have 
emphasised deals which 
extend their product lines at 

minimum cost, or cut manu- 
facturing expenses. 

Mitsubishi-Caterpillar, a 
Japan es e-US lift-truck joint 


venture owned 70 per cent 
by Mitsubishi Heavy Indus- 
tries. fills out its European 
product line by buying ware- 
house trucks made by Finn- 
ish producer Rocla and sell- 
ing them on to customers. 

Komatsu of Japan sources 
virtually all its lift trucks for 
sale in Europe from Jungh- 
einrich. The two companies 
have gone to the lengths, 
unusual for competitors, of 
organising joint product 
development teams. 

In another example of 
rivals putting aside their dif- 
ferences, Jungheinrich and 
Linde have started a Joint 
factory in the Czech Repub- 
lic to make low-cost engines. 

In the biggest recent effort 
to bring new design ideas 
into the industry. JOB, the 
UK construction equipment 
maker, has introduced a new 
type of counter-balance 
truck which uses a tele- 
scopic boom normally seen 
on lifting equipment on 
farms. Costs have been cut 
by ensuring that most of the 
parts on the new “Teletruk” 
are derived from other JCB 
machine s such as back-hoe 
loaders. 

The producers have also 
focused on productivity 
improvements in factories. 
Both Nacco and Junghein- 
rich have spent $50m since 
1994 in turning their Euro- 
pean plants over to “lean 
manufacturing” principles 
and increasing automation. 



Toyota, Japan's biggest lift 
truck maker , has kept up the 
pressure on European lift- 
truck suppliers through a 
$l0m plant in France oper- 
ated in partnership with 
Manitou, the French equip- 
ment maker. 

Another way in which 
manufacturers are attanpt- 
ing to woo customers is 
through leasing rather than 
spuing their machines. Such 
ripais often include a mainte- 


nance contract and are seen 
as an easier way for custom- 
ers to finflnnp new materials 
handling systems. Almost 
unheard of 15 years ago, 
such leasing operations 
account for about a quarter 
of all trade shipments in 
Europe, with the figure 
being up to 70 per cent in 
Britain. According to Klaus 
Schenk, sales director of 
Jungheinrich, there Is in 
addition a strong tendency 


among users to want their 
trucks on an extremely 
short-term basis of as little 
as a day at a time, for 
instance to help in a burst of 
loading or unloading activity 
at a plant or distribution 
depot 

Jungheinrich has 7,000 
trucks which it rents in this 
way (sometimes with a 
driver included) and expects 
this to increase to 10.000 by 
2000. 


China looks to Italians to develop car industry 


By Haig Simon ian. 

Motor Industry 
Correspondent, in London 


China, potentially the 
world’s biggest, but among 
the least developed, vehicle 
market is trying to prevent 
its motor industry being 
monopolised by the world's 
leading carmakers by devel- 
oping more indigenous 
vehicles. 

China Automotive, a Hong 
Kong-based subsidiary of the 
state-owned Br illian ce Hold- 
ings industrial group, has 


commissioned two speci- 
alised Italian companies to 
devise a new small car and a 
multi-purpose vehicle. 

Production could start 
within three years if the 
$5G0m project goes ahead as 
planned, with vehicles built 
at a new factory north of 
Beijing. 

Separately, Norinco, the 
big (Thfnesp arms and indus- 
trial group, is believed to be 
looking for outside help in 
developing its own plans to 
build vehicles. 

The initiatives follow last 


year's agreement for Pinin- 
farlna, the Italian car des ign 
and engineering group, to 
develop a compact multi- 
purpose vehicle to be built 
by Hafei Motor. 

Hafei Motor, a subsidiary 
of Harbin Aircraft Manufac- 
turing, based at Harbin in 
north-west China, expects to 
make 50,000 units a year of 
the new vehicle when pro- 
duction starts late next 
year. 

China Automotive has 
teamed up with Technology 
and Design Consortium, a 


joint venture between Fata, 
the process automation sub- 
sidiary of the Finmeccanica 
industrial group, and Ital- 
design. the design house 
founded by Giorgetto Giugi- 
aro, one erf the world’s best 
known car designers. 

The project, agreed last 
June, is believed to have 
moved ahead yesterday fol- 
lowing discussions between 
representatives from Fata 
and Italdesign and their Chi- 
nese partners at a big Italian 
industrial and trade exhibi- 
tion in Beijing. 


Few details of the Chinese 
ventures have emerged, with 
most of the companies 
involved declining to com- 
ment However, it is believed 
sketches and models for the 
Italdesign cars should be 
completed in January, when 
the Chinese side will decide 
whether to move to the next 
stage of commissioning 
full-scale working proto- 
types. 

Almos t all the rest of the 
new vehicles will be supplied 
locally, with power from a 
Z3 litre petrol unit based on 


Mitsubishi technology. 

The attempts - by the Chi- 
nese companies, with tacit 
government support, are. 
designed to prevent foreign 
vehicle groups g aining a 
stranglehold on the domestic 
market While hundreds of 
smalt and usually ineffi- 
cient, Chinese companies 
manufacture a range of 
specialised vehicles, such as 
trucks and buses, the car 
market is do minate d by com- 
panies such as Volkswagen, 
Citroen and General Motors, 
and their local partners. 


NEWS DIGEST 


FCC approves 
telecom pact 


ytflpii’ fi. Ijgndmar k teleCOUl lUUIIlCa 

tag the US market to competition 
-and satellite providers. indcixwton! 

Ia a unanimous vote, the fi' r ^Jfend existing require- 
panel approved two measures. JJ^V e ,, T0 . in pS H . r coon 


MUSIC PIRACY 


Clampdown by San Marino 

imported bootleg recordings, according to 

Federation of the Phonographic Industry , *nu.n 
represents the world's record companies- 
The dampdown follows protests to the 
authorities?* the UK after tbedtoovwy ttatu jwute 
ised versions of Elton John's Candle m the W*»d 1997. the 
charitable tribute single to the late Princess DUna. ore 
on sale in local record shops. 


l sale m local rccaru s 

In the past, bootleg cassettes, or u nauffi°rL^ rm' n 1- 
lags of live performances, have been so d all 
world from San Marino, often from mail-order mterrut 
sites run from there. Alice Rowsthom. Umdm 


HANOI’S STEP TO TRADE DEAL 

Travel restrictions eased 


Vietnam is expected today to ease restrictions on its citi- 
zens trav elling abroad in a move diplomats say is partly 
de sig ned to help it secure a trade pact with the US. 


thp 


— _ . 

Under a government decree signed earlier this monut, 
le communist authorities are allowing holders of Viet- 


namese passports to leave the country without obtaining 
exit visas. Such visas have for years been restricted to 
party officials, diplomats, well connected businessmen, 
students and military personnel. 

The new rules may help Hanoi improve its chances of 
winning an all-embracing trade pact with Washington, 
diplomats said. Jeremy Grunt. Hanoi 


» PORTUGUESE RAIL CONTRACT 

Adtranz wins $950m deal 


Nonnetro. a consortium led by Adtranz, the rail transport 
joint venture between ABB and Daimler-Benz, has been 
awarded a contract to build operate an Ecu84Qm 
($950m) metro railway in Oporto, Portugal’s second larg- 
estdty. 

The 70km system is the biggest self-contained rail trans- 
port project in Europe. Four international consortia com- 
peted for. the project. 

Adtram will supply the rolling stock. 72 Eurotram 
vehicles with 216 seats, as well as signalling, telecom and 
maintenance equipment. ABB will supply the fixed elec- 
trical equipment The civil construction works are to be 
carried out by Soares da Costa, the Portuguese group. 

Peter Wise, Lisbon 
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NEWS: THE AMERICAS 


REPORTS AHEAD OF KYOTO ENVIRONMENT SUMMIT 


US ‘wastes’ $300bn of energy a year 


By Nancy Dunne era] being released ahead of The report says US coxupa- mate the costs of complying 

in Washington next week's environment nfefi have failed to reap the with environment regula- 

■ talks in Kyoto, Japan. benefits of energy savings tions- 

The US wastes an estimated The Lovinses* who have because they have had no A survey of estimates and 
$300bn worth of energy been retained as consultants single department or Individ- actual costs after .emissions 
every year - more than zts by many corporations, say ual given the responsibility control regulations were 
entire defence budget - even the US must move quickly if to do it There are untold implemented found “quite 
though it is already saving it Is to meet its pledge to opportunities for savings if dramatic” differences. 
$150bn-$200bn a year over return to the 1990 rate of car* companies are forced to reas- 1 When the US in 1978 
1973 levels, according to a bon dioxide, emissions by sees their operations, the forced companies to repair 
consultants' report 2008-12. They say this would authors say. the destruction of surface 

Produced by a husband be possible • by reducing A separate paper by Hart mining, estimates for canapli- 
and wife team, Amory and energy usage by 30 per cent Hodges, an economist with ance costs ranged from J6"to 
Hunter Lovins of the Rocky or more, an achievable goal the City of Portland, Oregon, $12 per tonne of coaL 
Mountain Institute In Colo- even with the use of current argues that business and Actual costs were in the 
rado, the report is one of sev- technologies. - government vastly overesti- range of $0.50 to $1 per tonne 


after the market switched 
away from coal deposits 
with high reclamation costs 
and found cheaper substi- 
tutes. 

The original cost estimates 
for electric utilities to reduce 
sulphur dioxide emissions 
were $4bn-$Sbn a year. Tech- 
nological improvements and 
fuel switching have brought 
costs down to between two 
and four times lower than 
the Environmental Protec- 
tion Agency estimated and 
between four and eight times 


lower than industry esti- 
mates. One study suggested 
that ntiiiHan actually saved 
$150m or more in 1995. 

The report adds, however, 
that although the costs of 
control are less than expec- 
ted, the costs of environmen- 
tal clean-up have been much 
higher than expected. 

Climate: Making Sense and 
Making Money. Rocky 
Mountain Institute, + 970 
927-38SL Falling Prices. 

Economic Policy Institute 
+202 775-8810. 


‘Paris of Americas’ tries a new look 


A t the end of the last 
century Buenos 
Aires earned itself 
the title of “Paris of South 
America” for the grand ave- 
nues, ornate monuments and 
palatial villas built at the 
height of its economic pros- 
perity. 

Now, as the new millen- 
nium approaches, the Argen- 
tine capital Is enjoying a 
fresh burst of wealth and 
with it a new generation of . 
world-class urban develop- 
ment projects. But rather 
than looking to its European 
heritage for inspiration, Bue- 
nos Aires is turning to its 
New World roots to create a 
distinct urban landscape. . 

“In the last 10 years, Bue- 
nos Aires has begun identi- 
fying itself more and more 


tracks and abandoned cargo 
bays in downtown Buenos 
Aires into a complex of 
parks, high-rise apartments, 
hotels and shopping centres. 

With money from the sale 
of government land to pri- 
vate investors and part of a 
H00m Inter-American Devel- 
opment Bank loan in the 
works, - authorities plan to 
build a subterranean trans- 
port hub uniting trains, 
taxis, subways and buses for 
the city's 300,000 commuters 
a day. “It's not only leading- 
edge but absolutely hew for . 


on prime Argentine beef. 

At the beginning of 1998, 
the project's second stage 
win start up with a f400m 
investment to build a new 
five-star Howard Johnson's 
hotel, convention centres 
andal'l.QOO-seat stadium. 

Another estimated |12bn 
worth of investment is 
expected to turn the 420 
acres of peeling grain silos 
and abandoned breweries 
into an urban centrepiece 
connecting the city with the 
muddy waters of the Rio de 
la Plata estuary. 


Buenos Aires is building with 
an eye to its New World roots 


as a city of the Americas - a 
city in the making rather 
than a European city that is 
very consolidated and diffi- 
cult to alter,” says Alberto 
Varas, an architect “And as 
a New World city, it’s a 
place to experiment and cre- 
ate new things." 

Mr Varas’s firm, Baudiz- 
2 one, Lestard y Varas, won 
the bid to design an anibi- 
tious $lbn real estate project 
to revolutionise the city's 
chaotic transport system and 
create direly needed green 
space in the metropolis of 
Urn people. 

The project is centred on 
the renovation of the city’s 

British-built, but now 
decrepit, central train sta- 
tion, called Retire. 

The plan is to turn 185 
acres of rusting railway 


a Latin American city,” said 
Mr Varas, who likens the 
current experience of cross- 
ing an eight-lane highway of 
dty traffic to reach the train 
station to “a matador trying 
to avoid a stampede of rag- 
ing bulls". 

' But . while land is not 
expected to be auctioned off 
at Retire until the second 
half of 1998, a nearby water- 
front development is already 
moving. Once rat-infested,, 
deserted warehouses, the 
renovated docks of Puerto 
Madero now. serve as the 
chic new centre for gourmet 
restaurants and loft-style 
offices of foreign companies. 

The picturesque red-brick 
buildings were the first stop 
for US President Bill Clinton 
on his October visit to 
Argentina, where he dined 


“Puerto Madero is cur- 
rently the largest port recu- 
peration project in the 
. world," said the project pres- 
ident, Enrique Fazio. 

Investors to date include 
Santiago Soldati. an Argen- 
tine entrepreneur, and IRSA. 
the property company port- 
owned by George Saras, the 
Hungarian- American entre- 
preneur, with refurbished 
docks and plans for a resi- 
dential and hotel complex. 

The US-based Citibank and 
others are lining up to take 
part in future bids in Puerto 
Madero, which once com- 
pleted will support 55,000 
new jobs and 10,000 new 
inhabitants, "Puerto Madero 
is beginning to be semi as an 
international showpiece." 
said Mr Fazio. 

In addition to private ven- 


tures. the municipal govern- 
ment of Buenos Aires has 
embarked on an improve- 
ment programme of its own 
under Fernando De la Rua, 
who took office last year as 
the city's first elected mayor. 

Replacing mayors previ- 
ously chosen by the presi- 
dent, Mr De la Rua has led a 
*i20m plan to create 40km of 
continuous green space 
along the city's river coast. 

“What we are- trying to 
build is a new urban con- 
sciousness," said Roberto 
Convert! of the city planning 
department 

One question that remains 
is what the new awareness 
will mean for the urban 
poor. Along with the hoped- 
for "trickle-down” effect 
caused by the nearby Puerto 
Madero. part of the city plan 
calls for the sprucing up of 
the city's poverty-stricken 
southern side which borders 
the sludgy Riachuelo River. 

Despite President Carlos 
Menem’s election promises 
to swim in one of the world’s 
most contaminated rivers by 
1995, the Riachuelo contin- 
ues to double as an uncon- 
trolled dumping ground for 
industrial effluent and play- 
ground far the poor. 

With the city's largest 
shanty town located 
squarely in prime real estate 
now home to discarded pip- 
ing and corroded containers, 
it is not clear bow these Bue- 
nos Aires inhabitants will be 
woven into the new urban 
fabric. 

Andrea Campbell 



Buenos Aires: the old and the new Cl Qadngtan 


NEWS DIGEST 

Canada lifts 
interest rates 

In a move aimed at propping up the weak Canadian 
dollar, the Bank of Canada yesterday raised interest rales 
for the third time this year. The central bank raised its 
key bank rate, which is similar to the US federal funds 
rate, by 0J25 of a percentage point to 4 per cent 

The move raised the central bank's target range for the 
overnight lending rate, rates that banks and brokerages 
charge one another for overnight loans, to 3.5-4 per cent. 

Canada’s big chartered banks quickly followed the 
central bank's move with a rise in their prime rates, 
charged to their best customers. Prime rates at Canadian 
banks will rise to 5.5 per cent from today. 

The central bank said it raised interest rates in 
response to what it called “persistent weakness" in the 
C a na di an dollar. Reuters, Taranto 

• Four bombs exploded yesterday at two Quebec plants 
owned by BioCbem Pharma, the Canadian 
pharmaceutical company that discovered Epivjr, the 
largest selling Aids drug. A third BloChem plant was shut 
down as a preventative measure. Police said there were 
no injuries. Scott Morrison, Vancouver 

■ TEAMSTERS APPEAL 


Carey takes leave of absence 

Ron Carey, the Teamsters president who was last week 
disqualified from running for reelect ion because of 
campaign funding improprieties, yesterday said he was 
taking a leave of absence to appeal against the ruling. 

Mr Carey's decision follows the announcement earlier 
this week that the troubled union, the US's largest, has 
agreed to allow the government to install a new financial 
monitor to oversee the organisation's expenditure. 

The move is intended to prevent a recurrence of fraud 
that took place during last year’s election when Mr 
Carey’s campaign team improperly funnelled union dues 
into his re-election campaign to try* to offset heavy 
spending by James Hoffa, his opponent. Mr HofTa's 
campaign funding is also now under investigation. 

In a letter to Tom Sever, the Teamsters general 
secretary, Mr Carey continued to proclaim his innocence, 
branding the election officer's decision “demonstrably 
wrong and unfair”. Mark Suzman. Washington 

m DOMESTIC ECONOMY 


US consumer confidence up 

US consumer confidence shot higher in November as 
Americans shrugged off turbulence in global financial 
markets and instead focused on the healthy domestic 
economy. The Conference Board reported yesterday that 
its index of consumer confidence rose to 128.3 from 123.4 
in October, well above Wall Street's expectations. 

“Recent turmoil on Wall Street and in worldwide 
financial markets, along with continuing layoff 
announcements, have not dampened consumer 
confidence," said Lynn Franco, the associate director of 
the Board's consumer research centre. 

Separately yesterday, it was reported that sales of 
previously-owned homes rose 12 per cent in October to a 
record level. Existing single-family homes sold at a 
seasonally adjusted annual rate of 4.4m units, up from 
4-3lm units in September, the National Association of 
Realtors said. AP, New York 


LA to 
tackle 
its slow 


LAC 4 W replace the old ones 




Pr oj e cte d growth fcywntw 1998-2002 


location 
in the 
economic 
hothouse 


A n -ambitious expert* 
f \ meat started this 
JL wqek to refocus ana 
build fbfi economy of Los 
ngele8,'.fhc laggard in the 
ilifomian recovery. 

In an : atmosphere as 
markable for its frankness 
; for ,i’ls determination, 
isiness; political and edu- 
itional i leaders listened at 
is Angles County’s inau- 
iral "exfctnQtnie action sum* 
it" as ; pervaslve popular 
►timisnl was punctured by 
i« caviats. 

In sleapes-up brainstorm- 
g sessions, they discussed 
st hate Inhospitable and 
lpenetrible the urban Jum- 
e of $ - separate cities 
ummini the county has 
icome. . 

They wrestled with the 
alisatiof that they work in 
region -irying to reinvent 
leff as In entrepreneurial 
nire wHle infrastructure 
id poticN evolved to serve 
community based on big 
isinesa r transformed by 
u loss of thousands of aero- 
tace ant financial services 
bs - rejuin unchanged. 

LA empty tost more than 
per -ent of its Jobs 
tween 890 and 1991, com- 
ired wih a decline of less 
an 3 pf -cent in the state 
erafl. j ■ 

It still Jas a per cent fewer 
an at* the start of the 
mp. thild recovery etee- 
twre hs expanded Calif- 
nla’a btal workforce by 
arc that 2 per cent. 

To mmp the 300,000 still 
it rephted, and acc«fimi> 
no *vjlf«re>tQ<work" 

us, tJwaro* mods 500,000 


TOW not job gate 411.000 



aoMCoac CAflDD; UtS3C •Wot, WKHW 


pethx this taw** within 
, vkrs implies an 


increase of almost .60 per 
cent in the average annual . 
growth of the past three - 
years, warned Jack Kyser, 
chief economist of the LA 
Economic Development. Cor- 
poration (LAEDC). 

*T can see 400,000,” be said. 
But even his baseline predic- 
tion was underpinned by 
“heroic assumptions” that 
there would be no national 
recession and no damaging 
shifts in foreign trade policy 
or lasting turmoil in Asian, 
markets, and that enough 
qualified workers could be 
found. His baseline figure 
also depended on new tech- 
nology jobs being added at 
double the current rate for 
the whole of California, be 
admitted. . . ... 

Trade, a main support of 
the recovery so for. was also 
the ' region's Achilles heel, 
said the LAEDC president, 
Lee Harrington. A quarter of 
all US goods movement 
occurs hi the LA region — a 
figure which translates to 
four times its share of the 
nation's gross domestic prod- 
uct 

Comparing today's eondi- _ 
tious with the heyday of the 
local aerospace Industry - 
which cast off 92,000 workers 
in the recession - he said 
dependency was such that a 
“foreign trade bullet fired - 
from Washington. . will go 
straight through the body of 
Los Angeles".. 

Pressed into working par- 
ties- to address the area's 
problems, the summit audi- 
ence found common cause in 
stories of deficiencies and 
the deteriorating quality of 
life which discouraged 
skilled newcomers. 


Ariella Lehrer, president 
of an educational software 
maker. Legacy, said finding 
quality staff - in competi- 
tion with companies in more 
amenable regions - was dif- 
ficult because there were few 
alternatives to private edu- 
cation for their children. 

“The type of people we 
hire care about academic 
excellence. They don’t get 
real excited when they see 
the public schools,” she said. 

At the same time, her com- 
pany and cithers like it were 
often too small -to afford 
their own training schemes, 
and higher education was 
failing to encourage the nec- 
essary skills. 

Although Los Angeles, the 
area’s main dty, boasted of 
being the US multimedia 
capital, she had been unable 
to locate a. single college 
offering courses in interac- 
tive design. 

Almost a third of the 
8&JOOO net jobs created since 
the end of recession have 
emerged in companies such 
os Legacy, with fewer than 
100 employees. 

While economists say 
there is potential for such 
companies to .continue to 
help drive growth, capital is 
needed if new ventures are 
to develop and existing small 
businesses to expand. 

Yet the county, which has 
fewer - than 20 venture capi- 
tal finis, attracted only 
*306m in. seed funding last 
year compared with Silicon 
Valley’s; Injection of Jl-Sbn 
and 148 resident venture cap- 
italists. 

Christopher Parkes i 


Yamaichi 

closure 

upsets 

Brazilian 

markets 

By Geoff Dyer in Sao Paulo 

Brazilian financial markets 
experienced another ner- 
vous day yesterday as the 
closure of Yamaichi, the 
Japanese securities firm, 
continued to prompt fears of 
a new round of global mar- 
ket turbulence. 

Investors were also anx- 
iously awaiting news on sev- 
eral important votes in the 
Brazilian Congress this 
week on reforms aimed at 
reducing the country’s large 
budget deficit. 

The Sao Paulo Bo vespa 
index of teariing companies, 
which fell 8.4 per cent on 
Monday on fears about the 
Japanese finances, fell L55 
per cent yesterday to 8.928 
points by mid-afternoon. 

In the foreign exchange 
market, demand for dollars 
was higher than usual, but 
not enough to oblige the 
central bank to intervene to 
defend the currency. 

Analysts said that mar- 
kets would remain edgy 
rmril they had a clearer idea 
of the Japanese problem. 

The Brazilian economy 
has been vulnerable to 
financial market volatility 
because its large current 
account and budget deficits 
are believed to be unsustain- 
able in the medium term. 
The crisis has prompted the 
government to renew efforts 
to approve budget-cutting 
legislation, including 
reforms to pensions and the 
ctvtl service. 

The government won an 
important victory last week 
when the lower house voted 
in favour of the civil service 
reform bill, however it faces 
another crucial vote today 
over an opposition amend- 
ment to the bill, in what is 
likely to be a busy week in 
Congress. 

The amendment would 
remove the section which 
abolishes lifetime job guar- 
antees for civil servants and 
would largely deprive the 
bill of Its fiscal impact. But 
government leaders were 
confident yesterday they 
would win the vote. 

Stock markets, Rage 34 
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NEWS: ASIA-PACIFIC 


Korea may 
issue bonds 
to aid banks 


By Peter Montag nan 
in Seoul 

South Korea is expected to 
seek substantial loans on the 
international capital mar- 
kets once it has secured an 
economic rescue package 
with the International Mone- 
tary Fund, according to 
bankets and economists. 

Although private sector 
companies and banks face 
difficulty repaying more 
than $60bn in short-term 
debt, the government itself 
has only small international 
borrowings. Korea's total 
debt, at $nobn in March, is 
manageable given its annual 
exports of $128bn. 

This creates an opportu- 
nity for the government to 
raise funds through the 
issue of bonds and syndi- 
cated loans to help the pri- 
vate sector meet its debt 
obligations and finance the 
cost of bailing out struggling 
domestic banks. 

Tf I was in their shoes, 
that’s what I would try to 
do. It could work provided 
the negotiation with the IMF 
goes smoothly." said Guil- 
laume Lejoindre. senior 
country officer of Banque 
Indosuez. 

Yields on Korean domestic 
bonds have risen sharply 
since the crisis broke, with 
the reference three-year 
bond rate rising to 17.6 per 
cent yesterday from 13 per 
cent a couple of weeks ago. 
but Korea’s dollar-denomi- 
nated sovereign bonds have 
outperformed other Asian 
credits. Spreads over US 
Treasury issues have nar- 


Seoul suffers 
poll paralysis 


By John Burton in Seoul 

South Korea, preoccupied by 
next month's presidential 
election, is suffering from 
policy' paralysis, leaving its 
financial markets to melt 
down in response to a debt 
crisis and possibly spreading 
Us woes to the rest or Asia 

Few expect firm action 
until after the elections on 
December IS and the conclu- 
sion of negotiations with the 
International Monetary 
Fund on a S'JObn bail-out 
package In mid-December. 

Public frustration is grow- 
ing. Trade unionists from 
securities companies yester- 
day staged a two-hour sit-in 
protest at the Seoul bourse, 
demanding a temporary halt 
in trading as share prices 
slid by 2.5 per cent to a 10- 
year low of -tS.59 points. 

Interest rates climbed by 
155 basis points to a five- 
year high of 17.6 per cent as 
even blue-chip bonds issued 
by the nation's top conglom- 
erates failed to find many 
buyers. 

The finance ministry yes- 
terday rejected suggestions 
that it should tap the SoDbn 
underground economy to 
reflate growth, reduce inter- 
est rates, and boo-t share 
prices. 

Industry and brokerages 
have pleaded with the gov- 
ernment to grant an 
amncsLy to those who have 
amassed tax-dodging rash 
hoards by issuing state 
bonds in bearer certificates 
to investors holding hidden 
hinds. Much of chat money 
was frozen in banks in 1993 
after Kim Young-sam. the 
Korean president, suddenly 
abolished anonymous 
accounts and barred with- 


name, 


drawals unless reported to 
the authorities. 

But attracting funds in 
such a way would mean 
rolling back the “real-name 
financial system", which is 
regarded as one of the few 
achievements of Mr Kim’s 
troubled administration. 

Parliament has also 
decided to postpone a vote 
on controversial plans to 
reform the financial system 
until after the election. 

That could put added pres- 
sure on the Korean cur- 
rency. the won. which fell 
yesterday to 1.122 to the dol- 
lar as some of the nation's 30 
investment banks tried to 
buy dollars to pay foreign 
debts. 

An IMF team reviewing 
Korea's financial status yes- 
terday criticised the banks 
for relying too much on 
short-term foreign loans and 
leaving the nation vulnera- 
ble to a liquidity crisis, the 
finance ministry said. 

The government said it 
would proceed with its pro- 
gramme announced last 
week to restructure the trou- 
bled investment bank sector 
through having eight invest- 
ment banks liquidate foreign 
exchange assets by transfer- 
ring them to commercial 
banks, in what is regarded 
as the first step toward 
mergers. 

The government Is likely 
to force the healthiest 
commercial banks to take 
over the weak investment 
banks. 

The presidential cam- 
paign, with the ruling party 
and opposition candidates 
nearly even, is putting Pres- 
sure on the government to 
adopt a tough line on its 
negotiations with IMF. 
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Regulators come under fierce scrutiny 


rowed by around 100 basis 
points to between 200 and 
300 points over equivalent 
US Treasury bonds, since 
Korea announced it would 
seek IMF help. 

Bankers said this indi- 
cated possible appetite 
among international capital 
market investors for Korean 
paper once an IMF deal was 
struck. But demand would 
evaporate if the n ego tin lions 
turned acrimonious. 

Korea bas deliberately 
chosen to aim for an IMF 
package of $20bn at the 
lower end of market expecta- 
tions in the hope of escaping 
tough conditions, and has 
indicated that it hopes to 
barrow additional money. 

Before Korea approached 
the IMF, Lim Chang-yuel. 
finance minister, said last 
week the government would 
encourage overseas borrow- 
ing by public enterprises. 

Market borrowing is still 
expected to be one way for 
the government to close the 
gap between an IMF package 
and the much larger amount 
economists argue Korea is 
expected to need. 

According to Lee 
Keun-mo. ot INC Barings, 
the government could use 
long-term funds to finance 
its bank bail-out. The gov- 
ernment has said it will set 
aside Wonl0,000bn ($S.9bnj 
for this purpose, but it may 
need much more. 

Morgan Stanley yesterday 
estimated bad and doubtful 
debts in Korean banks at 
Won-W.OOObn. Waa20.000ba 
more than the government's 
own figure. 


T adayo Homma, an 
executive director of 
the Bank of Japan. 

, did not mince his words. 

1 “There must be problems in 
the way the Ministry of 
Finance and Rank of Japan" 
conduct Inspections, he con- 
fessed. 

That is an understate- 
ment. This weekend, It 
emerged that Yanmichi had 
“hidden" Y280bn <J2.1bn) 
worth or tobashi (off-balance- 
sheet) losses for years. Yes- 
terday, it emerged that the 
government knew about 
these bidden losses 10 days 
ago - but did not tell the 
stock markets or investors. 

These disclosures have not 
shocked Tokyo traders. 
Rumours have circulated for 
years. One Swiss Bank, for 
example, conducted secret 
talks with the group recently 
but drew back partly 
because of the rumours. 


There are worrying impli- 
cations for the financial tur- 
moil currently troubling 
Tokyo. The government’s 
decision to reveal the "hid- 
den” losses has raised fears 
more nasty surprises may 
start tumbling out- This has 
thrown the spotlight back on 
to the state of Japan's regu- 
lators, and whether they can 
prevent problems like this 
emerging agai n . 

As one western diplomat 
said: "The issue of the regu- 
lators is perhaps one of the 
most important questions 
Japan must address.” 

The Yamaichi tale is stri- 
king. Japan’s regulatory sys- 
tem gives inspection powers 
to three bodies: the Bank of 
Japan, the Ministry of 
Finance, and the Securities 
Exchange and Surveillance 
Commission (Japan’s finan- 
cial watchdog.) 

AU three bodies have 


recently conducted inspec- 
tions - and all apparently 
failed to investigate rumours 
of Yamaichi's tobashi losses. 

Fuji Bank, the main share- 
holder and banker to Yam- 
aichi, yesterday admitted it 
knew about Yamaichi’s 
“secret” off-balance-sheet 
loans in early October. How- 
ever, it did not inform any 
regulators: officials say they 
assumed Yamaichi would 
tell them itself. 

Fuji is not legally obliged 
to report such information. 
But U may leave the bank 
open to criticism, and 
appears to have been a key 
reason why the bank refused 
to save the ailing broker. 

The Ministry of Finance 
and Bank of Japan yesterday 
said they became aware of 
the losses on November 17. 
But the Tokyo Stock 

Exchange claims it only 
learned of tbem on Saturday 


after the company collapsed. 
The ministry attributes this 
delay to its reluctance to 
release unverified informa- 
tion, saying it did not want 
to trigger market panic. 

But critics suspect a third, 
motive. This is that the gov- 
ernment decided to reveal 
the losses only when it was 
already known that Yam- 
aichi would fail - and when 
the government had good 
reason to seek a scapegoat 

George Curuby, a financial 
consultant in Tokyo, said: 
“It Is like the guy in the film 
Casablanca saying he is sur- 
prised by finding gambling 
in a casino. Of course the 
government knew about 
them [the losses] before.” 
The government vehemently 
denies this. 

But Yamaichi is not the 
only intriguing tale. Back in 
1995, it emerged the Japa- 
nese government knew 


about illegal operations at 
Daiwa Bank's US operations 
before the US regulators dis- 
covered them. 

The recent failure of 
Sanyo Securities, Japan’s 
seventh largest broker, has 
highlighted other accounting 
problems. The creditors yes- 
terday said they had discov- 
ered 14 affiliate companies 
previously unknown to 
investors because they were 
not listed in the company’s 
financial statements. As a 
result: bad loans in the 
Sanyo group have suddenly 
leapt to Y222.5bn - com- 
pared with YBOtm previously 
admitted. 

Officials retort that they 
are steps to counter 

fins. Next April, the Bank of 
Japan is introducing a new 
system of “prompt corrective 
action” that will require 
banks to provide better ‘ 
details of operations. Some 


financial 

reforming their rt j v 
accounting systems - ^ 
because they are 
being tarred with ^ato 
brush in the markets- 
tea regulatory b«W 
be established, under the 
auspices of the S* 

ter’s office, with ult, ® aly 
responsibility for in * p<?c 

^Another big problem is toe 
private sector. Japan na& a 
shortage of qualified finan- 
cial lawyers. Its accountants 
are often toothless, ine 
finance ministry sa>s 1 
wants to improve toe situa- 
tion but until "Big Bang 

financial deregulation 
includes specific measures 
for this, investors win 
remain uneasy, whatevei 
official government regula- 
tors do. 

Gillian Tett 


‘Dirty laundry’ may get a public airing 


By Bethan Hutton In Tokyo 

Yamaichi's collapse has revealed 
some dirty laundry which had 
been hidden for more than seven 
years. The closure of Japan's 
fourth biggest brokerage has also 
illustrated the poor standard of 
financial disclosure in the country. 

The brokerage has now admitted 
that it built up Y264L8bn (S2bn) of 
concealed losses since 1990 by 
moving loss-making securities 
between various clients and its 
own offshore subsidiaries, a prac- 
tice known as tobashi. 


Tobashi is illegal, as are pay- 
ments to sokaiya racketeers, 
another Japanese corporate prac- 
tice that has emerged recently to 
the embarrassment of its perpetra- 
tors, mostly in the financial sector. 

Several other brokers were pen- 
alised for tobashi in the early 
1990s, but Yamaichi escaped detec- 
tion at that time, which allowed 
the rotation of losses to continue 
and the amounts involved to grow. 

Japan’s Securities and Exchange 
Surveillance Commission has 
launched a joint probe with the 
finance ministry into Yamaichi’s 


off-balance-sheet losses, leading to 
possible criminal charges. 

In effect tobashi is a way to pro- 
tect favoured client companies 
from having to report losses on 
securities holdings, by arranging 
for tbem to be temporarily sold to 
another company. The stocks are 
later repurchased by the broker or 
another company at an inflated 
price, to reward the interim 
bolder. To blur the transactions, 
they often conducted over several 
different accounting periods. 

When the stock market started 
falling in 1990, Yamaichi and 


other broken had no difficulty in 
finding wflUng pa Hring Spots for 
loss-making shares. Bat as the 
market fall continued, the risks 
rose, and the supply of counter- 
parties dried op. Yamaichi then 
started to use its own offshore sub- 
sidiaries to hide the losses. 

Tokyu Department Store, part of 
the Tokyu Railway group, was 
named in Japanese media earlier 
this year as having been a key 
player in tobashi deals with Yam- 
aichi in the early 1990s. At the 
time, Yamaichi denied r epor ts that 
it bad offered Tokyu interest rates 


of up to 13 per cent for investing 
YSOShn in tobashi deals, resulting 
in a profit of Y3.9bn for the com- 
pany. Reports yesterday pnt Tok- 
yo’s profit at closer to Y2.2bo. 

Tokyu is not part of Yamaichi’s 
corporate group, but analysts said 
the company's financial sophistica- 
tion made it an obvious candidate 
to be approached for such a deal. 

“They were one of the more 
aggressive investors in land and 
the stock market, going back to 
the bnbble years” of the last 1980s, 
said Ken Egusa, retail analyst at 
UBS Securities in Tokyo. 


Hashimoto shies at public spending boost or sharp tax cuts news digest 

US urges bigger role on Japan Poll unease in 


T he US is pressing 
Japan to take a much 
more prominent role 
in helping to restore eco- 
nomic and financial stability 
in Asia. That was the mes- 
sage that emerged from the 
discussions this week at the 
annual meeting of th e lead - 
ers of the Asia Pacific Eco- 
nomic Co-operation (Apec) 
forum in Vancouver. 

When President Bfll Clin- 
ton met Ryutaro Hashimoto, 
the Japanese prime minister, 
on the fringes of the Apec 
meeting this week, he 
“emphasised the potential 
for Japan to bring back the 
Asian economies” from their 
current weak condition, said 
Dan Tarullo. Mr Clinton’s 
special adviser on interna- 
tional economic policy. 

And US officials did their 
best to play down sugges- 
tions that the Japanese econ- 
omy was itself in any serious 
way threatened by the con- 
tinuing crisis in the region 
and strongly suggested 
Tokyo could hold the key to 
recovery in the region. 

The US is not calling on 
Japan to pledge specific 
financial support for its 
beleaguered neighbours, but 
is trying to seize the oppor- 
tunity of financial crisis to 
press Us case that Japan 
should do more to stimulate 
demand at home. 

Mr Clinton told Mr Hashi- 
moto. in what officials 
described as a long discus- 
sion of Japanese economic 
conditions, that the US 
hoped to see an early revival 
of consumer confidence. 
Though the administration 
avoids dictating specific poli- 
cies. it clearly wants Japan 
either to cut taxes or raise 
public spending - and 
increase imports from Asia 
and elsewhere. 

Japanese officials at the 
Apec meetings, however, 
indicated that Mr Hashimoto 
had clearly not agreed to 
take an any such role. Koji 
Tsuruoka. a senior bureau- 
crat at the Ministry of For- 
eign Affairs, said, while 
Japan was still committed to 
domestic growth. It was 
Focused on its own economic 
needs. “We see this as our 
own problem,” he said. 


Japan: spending can be good for you 
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The increased pressure on 
Japan Is part of the broader 
US efforts to find a way to 
stabilise turbulent financial 
markets. As investors con- 
tinued to absorb the implica- 
tions of South Korea's deci- 
sion to turn to the 
International Monetary 
Fund for assistance, there 
was mounting speculation 
that, with the collapse of 
several of its leading finan- 
cial institutions in the lost 
few weeks. Japan was next 
in the firing line. 

If that were true it would 
suggest Japan was part of 
the problem rather than part 
of the solution. But US offi- 
cials in Vancouver have 
been quick to echo the confi- 
dence expressed by Mr 
Hashimoto himself, who said 
at the weekend that Japan’s 
difficulties were quite dis- 
tinct from those of other 
countries. On Monday. Law- 
rence Summers, the deputy 
US Treasury secretary, 
breezily dismissed sugges- 
tions that Japan was now in 
danger of falling into a Thai 
or Korean 'Style crisis. 


“Japan's situation is pro- 
foundly different. It has a 
high savings rate, a low rate 
of unemployment, very high 
levels of productivity." said 
Mr Summers. He might have 
added a range of other ways 
in which Japan differs from 
most other Asian countries. 

It has a vast current 
account surplus and more 
than $230bn in foreign cur- 
rency reserves and many 
times that in overseas pri- 
vate financial assets. And far 
from having experienced the 
kind of rapid overheating of 
its equity and property mar- 
kets in the last five years, as 
other Asian countries have 
done, Japan’s financial mar- 
kets have been in a pro- 
longed slump since the end 
or the 1930s. 

The US believes that, in 
the circumstances, and given 
the primacy of Japan's role 
in Asia. Tokyo should once 
again be pressured to help 
other countries grow by 
increasing domestic demand 
- deregulating and increas- 
ing the flow of foreign 
imports Into the country. 


US officials noted that 
their warnings - repeated 
throughout this year - that 
domestic demand in Japan 
was fragile and needed sim- 
ulating. had been vindicated. 
In bis meeting with Presi- 
dent Clinton, even Mr Hashi- 
moto acknowledged that 
gloomy US forecasts of Japa- 
nese growth for the second 
half of the year had been 
rather more accurate than 
Japan’s. 

The villain of the piece, 
many US administration offi- 
cials believe, was Japan’s 
decision to go ahead with a 
consumption tax increase in 
April, that 'led to what Mr 
Tsuruoka admitted this 
week was “a chill in con- 
sumer psychology". 

A much stronger stimulus 
to the Japanese economy 
would suit the US in a num- 
ber of ways. It would, first 
and foremost, help the other 
Asian nations out of their 
hole, by enabling them to 
export more to Japan. • 

It would also mitigate 
some of the fears among US 
officials that any Asian 
recovery be would be 
achieved on the back of a 
sharp deterioration in the 
US balance of payments. 
Japan, more than the US, 
could become the main tar- 
get of an export-led recovery. 

And the overall effect 
could be to ease some of the 
current account imbalances 
around the world that still 
pose a source of additional 
instability to the global 
economy. 

But, thougb Japan 
remains committed in the 
long run to domestic growth, 
a dramatic, progrowth ges- 
ture of the sort the US 
desires, seems highly 
unlikely. 

"It is true that achieving 
domestic demand-led eco- 
nomic growth is our impor- 
tant policy challenge,” said 
Haruhiko Kuroda, director 
general of international 
finance at the Finance Minis- 
try. But. he added, “that has 
to be set against the back- 
ground of an ageing popula- 
tion and the challenges of 
our fiscal position.” 

Gerard Baker 


Thailand, IMF revise package 
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By Ted Bartfacfce 
In Bangkok 

Thailand's new government 
and the International Mone- 
tary Fund (IMF) have agreed 
on a revised set of conditions 
attached to the country's 
$17.2 bn rescue package. The 
revision eases macroeco- 
nomic targets which Thai- 
land must meet in order to 
continue receiving money 
from the IMF and strength- 
ens the timetable for finan- 
cial system restructuring. 

Tarrin Nimmanahae- 
minda, Thai finance minis- 
ter. said the revision was 
necessary because “public 
confidence has not been 
fully regained while growth 
has underperformed expecta- 
tions" since Thailand and 


the IMF first agreed to the 
package in August 

The targets for economic 
growth in 1997 and 1996 have 
been reduced to 0.6 per cent 
and 0.1 per cent respectively, 
from an original 25 per cent 
and &5 per cent 

The gross foreign currency 
reserves target for 1997 
remains at Bt23bn ($579m). 
But the net international 
reserves level, which takes 
into account the central 
bank's forward position in 
the currency market and 
other liabilities, has been 
reduced to S1.5bn from 
S3.4bn at the end of the year. 
The target for the end of 
March 199S has also been 
reduced to S3,9bn from 
$8Jbn, 

The government's net for- 


eign borrowing limit for 
1996. excluding the IMF 
package, has been raised to 
$9 bn from $5bn. Mr Tarrin 
said a borrowing plan, which 
could include a bond issue 
and 'or a syndicated commer- 
cial bank loan, was being 
finalised for cabinet 
approval next month. He 
declined to say what the pro- 
ceeds of new borrowing 
would be used for. 

On financial system 
restructuring, the govern- 
ment has pledged to 
announce the fate of the 
country’s 58 suspended 
finance companies on 
December 7. 

It also said the Asset Man- 
agement Company, which is 
to manage and dispose of 
bad assets seized from liqui- 


dated finance companies, 
would be fully operational 
by the end of the year. 

Also by the end of the 
year, the central bank would 
agree to individual time- 
tables with undercapitalised 
banks and finance compa- 
nies that remain In opera- 
tion on their recapitalisa- 
tion. Choiyawat 

Wibulswasdl, central bank 
governor, said be had “a 
wide range of measures” at 
his disposal, including swift 
government takeover, to 
ensure that financial institu- 
tions met these timetables. 

A fiscal surplus of one per 
cent of GDP remains in 
place, as does the require- 
ment that the central hank 
maintain a tight monetary 
policy. 


Indian party 

India's Congress party continued to agonise yesterday 
over whether to withdraw political support from the 
minority United Front government, amid signs of unease 
within the former ruling party over the prospect of fresh 
general elections. 

Congress leaders met again last night to discuss 
whether to make good its threat to topple the UF over its 
refusal to eject a Tamil Nadu-based coalition member. 
Congress last week raised the T amil party’s alleged 
indirect complicity in the assassination of Rajiv Gandhi, 
former Congress prime minister, into a make or break 
political issue. 

However, Congress has looked increasingly divided over 
the prospect of elections and some leaders yesterday held 
out the hope of a late compromise. 

Meanwhile, MJ3. Gill, the election commissioner and 
bureaucrat chiefly responsible for organising the world's 
biggest election process, intervened to remind them of the 
cost of another poR He pointed out that it would cost the 
exchequer Rs7bn ($l84m) to staff and run elections for 
India’s 600m voters, with political parties likely to spend 
an additional RslObn. Mark Nicholson. Neio Delhi 

■ CHINESE ECONOMY 

Investment up 8% on 1996 

Actual foreign investment in China in the first nine 
months of this year was worth $31.54bn , up 8.0 per cent j 
an the same period in 1996. according to a report ! 

yesterday in the official China Information newspaper. 

Bnt contracted foreign investment in the same period 
fell by 3R8 per cent to J34-92bn, according to the report, 
which quoted officials from the State Statistical Bureau. 

Between January and September of this year, newly 
approved foreign investment projects totalled 15.067. 
down 19-9 pear cent from the same period last year. The 
levels of foreign investment have become an area of some 
concern to the C hin ese government as the economic 
growth rate has declined and domestic demand growth 
has slowed. 

The sharp decline in contracted foreign investment - 
funds promised but not yet committed - has raised 
questions about the prospects of a fall in actual foreign 
investme nt in 19 98, potentially a further drag on Chinese 
economic growth. James Harding. Shanghai 

■ HONG KONG PROPERTY 

Prospective buyers default 

Prospective buyers of some of the most expensive h mses 
in Hong Kong have defaulted on payments or their : ecoud 
deposits, underlining the downturn in the territorvireal 
estate sector amid the region's financial crises 
Pearl Oriental, the real estate developer which ov ns the 
“Skyhigh" site on Hong Kong’s Victoria Peak, said t was 
considering what action to take in light of the defaults 

However, it said the redevelopment of the site whikh 

co mprises fi ve luxury houses, would continue 'as p! umed 
Property prices in Hong Kong have been liit sin cl 
interest rates rose last month amid a battle to defc id the 
territory’s currency. Property analysts believe vali » in 
the sector could fell by between 15 per cent and 30 jer 
cent over the next year, prompting concerns abou- real 
ratate companies. Shares in Pearl Oriental fell by , I most 
10 per cent after reports of problems with the Peal 
development project. John Ridding, Hot , Kong 

■ VIETNAM BANKING 

German credit cover restored 

The German government has reinstated export erf Jt 
cover to Vietnam’s flagship bank after withdrawn the 
ower only last month over concerns about late pa- nent 
Hermes, the German export credit agency, said ' 
yesterday it would again offer German exporters 
insurance for trade deals involving Vletcombank ; 
state-owned bank which foreign bankets regard aV 
quasi-sovereign risk. 

Hermes’ decision last month to withdraw credit . , vw 
wasa blow to VIrtconfoank, coming amid concern* it» ul 
Vtetnam’ s affing financial system. But Vietcomban 
criticised toe move at the time, and promised tn s* • , 
reveraal of the decision through the German emba- v\„ 
Hano1 ' Graham Rowley. Fra kfiwi 

■ CORRECTION 

Standard & Poor’s 

Clifford Griep is head of the financial institution.: , 
at Standard & Poor's, toe credit rating agency >Up 
Moody’s as stated In an article in the FT on NtS ! r ** 
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Competition has turned tougher. That’s why the Huis Group and 
SERVO DELDEN B.V.'s Surfactants and Performance Chemicals have 
unified their surfactants and oleo chemicals business within a new 
company, CONTENSIO Chemicals GmbH. Starting January 1, 1998, 
we'll be more market-oriented, faster in product 
development and considerably more flexible in 
meeting customer needs. Our aim? To boost 
and broaden our market , position at home and 


worldwide. We’re backed not only by the financial resources of 
Huis AG. VEBA’s chemicals subsidiary, but also benefit from other clear 
advantages: a workforce of more than 1.000. a leading position in 
Europe's market for surfactants and selected performance chemicals, 

an array of product and process innovations and 
a solid turnover of some DM 800 million. All told, 
a good foundation for enhancing and expanding 
our activities - domestically and globally. 



contensio 



A Huis Group Company 
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The Green Budget ‘For 40 years our economy has had an unenviable history of boom and bust* 

Chancellor preaches fiscal prudence 


By Robert Chote, 

Economics Editor 

A £2bn ($3.38bn) slow-bum 
tax cut for business was one 
of the centrepieces of Gor- 
don Brown's Green Budget 
yesterday. 

After lecturing cabinet col- 
leagues on the need for fiscal 
prudence - to avoid repeat- 
ing the mistakes of the late 
1980s - the chancellor of the 
exchequer managed to find 
surprisingly large sums for 
his own tax and spending 
priorities. Economists in the 
City of London were disap- 


The government is forecasting farther redactions in the 
budget deficit, leading to a budget surplus near the end of 
the decade - the first positive balance since 1990-91. Exclu- 
ding the windfall tax on utilities, the public sector borrow- 
ing requirement is projected to fall from £27. 51m in the 
fiscal year 1996-97 to £6bn in 199669. 

With this performance, the government is comfortably on 
coarse to meet the Maastricht Treaty's target of a maxi- 
mum budget deficit of 3 per cent of GDP to qualify for 
joining the European single currency. 


pointed not to see bigger 
cuts in government borrow- 
ing forecasts. 

He announced that 
advance corporation tax 
would be abolished from 


April 1999 and that larger 
companies will have to pay 
corporation tax quarterly. 
He added that the main- 
stream corporation tax rate 
would be cut by a penny to 


30 pence. The short-term 
impact of the corporate tax 
package will depress the 
economy at a time when the 
chancellor is already expect- 
ing it to be slowing sharply. 

As well as the company 
tax changes, the chancellor 
announced crowd-pleasing 
public spending measures. 
An unexpected £400m saving 
from Britain’s contribution 
to the European Union bud- 
get will provide all pensioner 
households with an extra £20 
this year and next 

Mr Brown has also found 
£30Qm over five years to pro- 


vide up to 30,000 out-of- 
school clubs for nearly Im 
children. The money will 
come from the National Lot- 
tery and the exchequer. 

The "Pre Budget Report” 
that accompanied the chan- 
cellor's statement dealt with 
the progress of several tax 
reviews which will feed into 
his 1998 Budget 
The chancellor is pressing 
ahead with plans to pay low- 
earning working families a 
tax credit rather than top- 
ping up their incomes 
through the benefits system. 
As a sweetener for employ- 


Tougher laws 
against tax 
avoidance 


Ely Jim Kelly 

Accountancy Correspondent 

The chancellor used his first 
pre-Budget report to launch 
two big anti-avoidance mea- 
sures aimed at protecting 
the tax base from clever tax 
planning and outright tax 
evasion. 

He signalled that the gov- 
eminent is to press ahead 
with trying to introduce a 
‘‘catch-all’' anti-avoidance 
law which would give the 
tax authorities significant 
new powers. 

Tax officials have been 
studying such general anti- 
avoidance laws around the 
world - particularly in Aus- 
tralia and New Zealand - 
where they are used to pre- 
vent a broad range of avoid- 
ance schemes. 

The tax p lanning industry 
will call for some measures 
to offset the new “catch-all” 
measures. Ian Barlow, head 

of tax at accountancy firm 
KPMG, said: “We would 
want to see an appeals pro- 
cess put in place and pre- 
transaction rulings which 
can provide certainty for tax- 
payers.” 

The Inland Revenue prom- 
ised frill consultation on the 
proposed new legislation, 
conceding that it would be a 
“major development of tax 
law". Nonetheless, it 
repeated that the present 
system of fighting avoidance 
with specific targeted legisla- 
tion “is no longer a fully sat- 


isfactory response to the 
continual inventiveness of 
tax planners”. 

It is understood, however, 
that tax officials are cur- 
rently working on up to 200 
separate anti-avoidance mea- 
sures, and the chancellor 
gave notice that he would 
use the next Budget to crack 
down an same of theca. 

“We recognise that if we 
are to achieve our long-term 
goals and secure a new sense 
of economic purpose, then 
fairness and openness must 
be at the heart of the 
approach to every Budget.” 
he said. 

“Tax avoidance harms 
those who pay their fair 
share of taxes. I give notice 
today that the Budget will 
introduce those measures 
which are needed to root out 
tax avoidance.” 

Mr Brown said in his first 
Budget in July that Labour 
would be “relentless in its 
war" against tax avoidance. 
Since that time, the big guns 
have hardly stopped pound- 
ing away across a broad 
front to protect the public 
finances from sophisticated 
tax planning . 

In ract the raft of anti- 
avoidance measures 
announced last July contin- 
ued an assault begun by 
Kenneth Clarke, the chancel- 
lor of the exchequer in John 
Major’s Conservative govern- 
ment. 

The potential for squeez- 
ing more money out of the 



tax base without actually 
raising tax rates has become 
increasingly attractive to all 
governments. 

The fact that the targets 
for such crackdowns are 
companies, not individual 
voters, has helped make 
anti -avoidance measures 


even more popular. 

• The chancellor yesterday 
authorised the inland Reve- 
nue to move ahead with 
plans to introduce self- 
assessment for companies. 
Some companies will have 
just 10 months to prepare for 
the chang e 


Self-assessment is widely 
seen as a way of. improving 
compliance because it makes 
taxpayers - in this case com- 
panies - responsible for the 
accuracy of tax returns. Any 
mistakes result in fines and 
interest payments which can 
be extremely high. 


Boost for high-technology financing 


By Stefan Wagstyf 
Industrial Editor 

The government is setting 
up an advisory group of 
business people and officials 
to examine ways oF boosting 
access to finance for high- 
technology companies. Keith 
McCullagh. chief executive 
of British Biotech, will chair 
the committee, whose mem- 
bers will include Herman 
Hauser, director of Amadeus 
Capital Partners, and Hugh 
Stevenson, chairman of Mer- 


cury Asset Management. 

The group, established 
jointly by the Treasury and 
the Department of Trade and 
Industry, is the latest gov- 
ernment initiative to beef up 
Britain's economic competi- 
tiveness. It will report to 
Geoffrey Robinson, the pay- 
master general (a junior 
Treasury minister). “Any 
practical proposals the group 
makes to address the barri- 
ers to growth for companies 
at the leading edge of tech- 
nology will be given very 


careful consideration,” said 
Mr Robinson. 

High-technology compa- 
nies have complained of dif- 
ficulties raising finance for 
schemes with long and 
uncertain payback periods. 
They say they have been 
misunderstood by banks and 
financial companies. 

Financial companies have 
said that high-technology 
companies often come with 
unrealistic expectations of 
the cost of raising capital 
and a reluctance to cede any 


measure of managerial con- 
trol to outside shareholders. 

The other business mem- 
bers of the advisory group 
are Peter Williams, execu- 
tive chairman of Oxford 
Instruments; Geoff Lindey, 
head of UK Institutional 
investment at JP Morgan: 
David Quysner, managing 
director of Abingworth Man- 
agement; Peter Agar, deputy 
director general of the Con- 
federation of British Indus- 
try; Derek Higgs, chief exec- 
utive of Prudential Portfolio 


Managers; Sir David Cook- 
sey, chairman of Advent; 
Peter Meinertzhagen, chair- 
man of ABN Amro Hoare 
Govett; Richard Regan, head 
of investment affaire at the 
Association of British Insur- 
ers; and Christine Soden, 
finance director of Chirosci- 
ence. The public sector mem- 
bers are Craig Pickering 
from the Treasury, Mike 
Smith, head of the Bank of 
England’s business finance 
division, and Alistair Keddle 
from the industry ministry. 


Abolition of levy worries companies 


By Jim Kelly, 

Accountancy Correspondent 

Gordon Brown yesterday 
passed the death sentence 
on the UK’s 25-year-old sys- 
tem of advance corporation 
tax - heralding a switch to 
a US-style quarterly pay- 
ments system. It emerged 
that the exchequer will ben- 
efit by £2L3bn (S3.Sbn) from 
the change in 1999-2000 and 
more than £lbn each year 
until 2003. There were 
immediate calls from busi- 
ness leaders to soften the 
blow. 

Many big companies said 
they feared that the scrap- 
ping of the present system 
will mean that they are 
stuck with surplus ACT 


Revenue effects 

Estimated effects of proposed changes on tax mcelpts £bn 
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which they will never be 
able to offset against tax tn 
the future. 

But investment trusts and 
funds warmly welcomed the 
abolition of ACT which 
would protect the competi- 
tiveness of UK funds by neu- 
tralising the effect of the 
government’s abolition of 


foreign income dividends. 
Many predicted a spate of 
share buybacks - in which 
companies in effect distrib- 
ute excess funds to share- 
holders. 

The abolition of ACT 
formed the tax centrepiece 
of the chancellor's first pre- 
Bodget statement 


aMBrWIll iW My 

“Advance corporation tax, 
it has become abundantly 
clear, is now a hindrance to 
sensible business planning 
and investment decisions,” 
said Mr Brown. “Britain 
needs a reformed system 
that matches the needs of 
modern companies and 
favours the long term.” 


The new system will begin 
in April 1999 - but will be 
phased in over four years. 

Mr Brown also announced 
that from April 1999 corpo- 
ration tax will fall from 31 
per cent to 30 per cent - 
“the lowest tax rate of any 
major industrialised coun- 
try”. 

Adair Turner, director 
genera] of the Confederation 
of British Industry, the 
main employers ’organisa- 
tion, sahfc’Tbe CBI favours 
reform of the corporation 
tax regime in line with the 
principles announced by the 
chancellor today - but is 
concerned about the 
details.” He said the cash 
flow benefits to the govern- 
ment would hit companies. 


era, he is considering align- 
ing income tax and National 
Insurance contributions for 
the low paid - although this 
could prove expensive. 

The chancellor pleaded for 
restraint iu next year's wage 
negotiations, warning that 
excessive settlements would 
provoke the Bank of 
England, the UK central 
bank, to tighten policy. J Tt is 
in no one’s interest if today’s 
pay rise threatens to become 
tomorrow’s mortgage rise,” 
Mr Brown said. He. urged 
Britain’s bosses to set an 
example of moderation. 

Growth 
expected 
to sink 
below 2% 
in 1999 

FORECASTS: growth of 2.75 
per cent in 1998 and a possi- 
ble 1-5 per cent to 2 per cent 
in 1999-2000 if planned ' 
reforms are achieved. 
FISCAL MANAGEMENT: 
code for fiscal stability to be 
published; government will 
have duty to report to parlia- 
ment on how ft is meeting 
its fiscal rules. 

MAIN POINTS 

TAX AVOIDANCE: Next 
Budget will introduce 
measures to close loop- 
holes. 

ACT: abolished from April 
1999. From then, corporation 
tax to be paid in quarterly 
instalments; small com- 
panies exempt from this 
change and • special 
arrangements made for 
medium-sized, companies;, 
change to be phased in over 
four years. - - 
CORPORATION TAX: cut by 
1 per cent to 30 per cent 
from April 1999. 

TRAINING: government to 
publish proposals for Indi- 
vidual laaming accounts and 
university for industry; pflot 
projects introduced under 
which .any employer who 
tqkfis on and trains a young 
or long-term unemployed, 
person and keeps them an 
will receive 75 per cent of 
their New Deal allocation in 
advance, giving immediate 
help with training costs. 

PAY: Plea for restraint - 
"Wage responsibility is a 
price worth paying to 
achieve jobs now and pros- 
perity in the long term. It is 
moderation for a purpose.” 
INCOME TAX: 10 pence in 
the pound starting rate 
and reform of benefit tapers 
“when prudent to do so”. 

TAX CREDITS: working 
families tax credit for those 
on low incomes. 

SAVINGS: details of new 
individual savings accounts 
planned from April 19% to 
be put to consultation, next 
Tuesday. 

ENVIRONMENT: VAT on 
the Installation of energy- 
saving materials under exist- 
ing grant schemes cut from 
17.5 per cent to 5 per cent in 
the 1 996 Budget 
CHILDCARE: five-year plan 
to extend out-of-school child- 
care clubs across Britain; up 
to 30,000 dubs to provide lm 
places, with total cost of 
£300m over five years shared 
between Exchequer and. new 
opportunities fund; staffed 
by 50.000 young people 
trained through welfare-to- 
work programme. 
PENSIONERS: every pen- 
sioner household to get £20 
extra this winter and the 
next to help with heating 
bills; every pensioner house- 
hold on income support to 
get £50 extra; cost to be 
met from reallocating 
savings on net payments to 
the European Union. 
NATIONAL INSURANCE: 
reform of system for low 
paid. 

Lex, Plage 16 

Money markets, Page 23 
London stocks. Page 30 


London to try out US-style business zone 


By Alan Pike, 

Business Services Correspondent 

The first experiment with a 
US-style business improvement dis- 
trict in central London will be 
launched next week. Commercial 
landlords in a big residential and 
commercial area to the north of 
Oxford Street will be asked to pay 
levies to finance higher quality 
street maintenance services than 
municipal authorities can provide. 

In the US, all commercial prop- 
erty owners in a locality are statu- 
torily obliged to subscribe to a 


business improvement district 
(Bid) if there is a majority vote in 
favour of establishing one. That is 
not allowed in Britain, and the 
London scheme will operate on a 
voluntary basis. But it coincides 
with an attempt by Lord Jenkin, a 
former minister in the 1960s Con- 
servative government led by Mar- 
garet Thatcher, to put UK districts 
on a similar legal footing to those 
in the US. 

Lord Jenkin’s bill would allow 
payers of business rates - local 
property taxes - to ask municipal 
authorities to conduct ballots on 


establishing statutory Bids. It will 
be debated in the House of Lords, 
the unelected upper chamber of 
parliament, today. 

Under the proposals, ballots 
would be weighted in proportion to ' 
each organisation’s contribution to 
an area’s overall business rate. A 
Bid would be set up only if a 
majority of votes were in favour 
and if those companies supporting 
the initiative contributed “more 
than half the total rate payable by 
ail the ratepayers”. 

The London experiment follows a 
study of the potential benefits of 


such districts by business represen- 
tatives led by Stephano Fraquelli, 
chief executive of the Spaghetti 
House chain of restaurants. The 
Corporation of London - the 
municipal authority for the City of 
London and a big owner of prop- 
erty in the area covered by the 
experiment - is advocating the 
concept to ministers and local gov- 
ernment and has been closely 
involved with the plan. 

Details of the levy planned for 
the experimental scheme will be 
outlined to businesses next week- 
Lord Jenkin's bill proposes a maxi- 


mum annual charge of 5 per cent of. 
participant organisations’ business 
rates, unless all ratepayers agree It 
should be higher. 

In the US, Bids are credited with 
haying improved commercial areas 
by providing better street cleaning 
and lighting and financing the 
employment of uniformed guides. 

A concern in the US has been to 
ensure that authorities do not cut 
services in response to the extra 
provision. Lord Jenkin's bill 
requires that Bid services would 
not be a substitute for existing pro- 
vision. 


UK NEWS DIGEST 


Lloyd’s expels 
two brokers 

isssrsss-sSi""”" 

ted receiving personal payments totalling 
tion to being banned from the market. Mr Hedgecjx*. 
who had been a Lloyd's broker for 43 years, and Mr 
McPhflimey, a broker for more than 20 years, hawt* 
ordered to pay £15,000 ($23,350) each in fines 
costs. Lloyd’s rarely expels 

Mr Hedgecodt admitted receiving $35,ooo in 
last year from the agent of a third party to aproposm 

reinsurance deal on which Bain Hogg had 
He was then an executive director of Bain Hogs * « Jjj* 
ance division mid had not initially been fo TOlve d with th 
transaction. Mr McPhilimey, an executivedire^r m Bam 
Hc«g’s credit and political risk division, also accepted 

told tlMfremployera that they tod I J ceiv ^ i J e 
payments and. following an internal mvesU^tfon, Bam 
Hogg dismissed both men. Christopher Adams, London 

■ ELECTRONIC TRADING 

Exchange warns on price spreads 

The London Stock Exchange is urging brokers to encour- 
age their clients to place price limits on their orders in 
the new electronic trading system, to avoid being caugn 
out by sudden shifts in the market. 

Some investors have complained that the spreads 
between baying end selling prices can widen suddenly on 
the new electronic order book, which was launched a 
month ago. 

Spreads have been especially wide in the first hour of 
trading day. In the order book’s first month in opera- 

tion, they have averaged more than 175 basis points at 
a 90 every morning when the market opens, before drop- 
ping below 60 basis points for most of the day. The 
e xchang e told members that they and their clients needed 
to understand that spreads were likely to be wide at the 
start of the day. , 

. “hi general, it is good practice when dealing in volatile 
periods to leave orders with a ‘limit’ price in order to safe- 
guard against unusual price movements,” the exchange 
said in a letter to member firms yesterday. 

However, the exchange has found that the quality of 
the order book in the first hour of trading has improved. 
Spreads in the opening period averaged around 120 basis 
points in the new system's second week, but have 
dropped steadily since then. 

M arti n Wheatley, the of markets development, 

said:. “The first hour has been getting better. In week 
five, the average spread dropped back under 80 basis 
points.” George Graham. London 

ASIAN INVESTMENT 


Call for inquiry into LG subsidies 

Sir John Bourn, auditor-general, has been asked by an MP 
for a northern England district to Investigate the £247tn 
($417.4ra) in subsidies given to LG, the Korean electronics 
company, to open a factory in south Wales. 

His call follows olniins by north-east England that 
Wales and Scotland have an unfair advantage in the fight 
for inward investment because of bigger government sub- 
sidies. Alan Campbell, MP for Tynemouth, asked for infor 
mation about grants worth £40.500 per job - compared 
with a government-imposed limit of £17.000 - and 
rumours of a £lQ0m Treasury “top-up" grant. 

The Welsh Development Agency said it was “not 
aware" of any extra funding from central government. LG 
said: “We have got nothing to throw into the debate at the 
moment ” Juliette Jotvit, Cardiff 

■ FOREIGN SECRETARY’S APPEAL 


Welcome for export initiative 

Sir Cohn Marshall, president of the Confederation of Brit 
jsh Industry, the principal employers’ organisation, and 
chairman of British Airways, yesterday welcomed a pro- 
posal by Robin Cook, the foreign secretary, that leading 
business executives wave the flag for Britain on business 
visits to other countries. 

Mr Cook held a breakfast for the heads of 15 of 35 com- 
panies which, have said they are ready to take part in the 
scheme. Among other participants were Sir Ronald Ham- 
pel of ICL Sir Trevor Chinn of Lex Service, Sir Richard 
Sykes of Glaxo Wellcome. Patrick Gillam of Standard 
Chartered Bank, Sir Geoffrey Mulcahy of Kingfisher. Sir 
Ian Proffer of Bass, Lord Simpson of GEC, John Browne of 
BP, Sir Ian Variance of BT, Robert Wilson of RTZ, Sir 
Christopher Benson of Royal Sun Alliance, and John 
McGrath of Grand Met. David Buchan. London 

■ PRIVATISED RAIL COMPANIES 


Government offered profits deal 

Great North Eastern Rail- 
way, the privatised com- 
pany which runs 
high-speed services 
between London and Scot- 
land, has offered the gov- 
ernment a profit-sharing 
deal in return for doubling 
the seven-year term of its 
franchise. Christopher Gar- 
nett, chief executive, said 
the extension was needed 
to justify the purchase of 
eight new trains to meet 
rapidly rising demand. Pas- 
senger numbers have risen 
14 per cent in the past 18 
months. The offer poses an 
early challenge for the gov- 
„ „ ernment’s integrated trans- 

port policy. It wants to persuade more people to travel by 
train, but migit not want to be seen to be helping a prof- 
itable franchise. Charles Batchelor. London 

John Prescott, the deputy prime minister and chief 
transport m i ni ster, has claimed “excellent progress” in 
the drive to turn the River Thames into a London trans- 
port artery, George Parker writes. Mr Prescott said the 
government planned to create the first body wholly dedi- 
cated to promoting and co-ordinating river services in the 
capital, and m a nagin g piers along the Thames. 

GLOBAL ACCOUNTANCY 



Wary response to merger plans 

Only eight per cent of companies think proposed merver- 

among the global Big Six accountancy firms will lead to 
improved client service, according to a survey by Hogget 
Bowers, the international corporate head hunters 
It asked finance directors, chief financial officers and 
heads. of internal audit at 93 clients about the mercers. 
About 70 per cent fat that the firms’ focus on consultanc 
services could potentially compromise the independence 
of the audit Nearly a third felt the mergers would not sit 
nlficantly allow the firms to provide a seamless global se 
vice. 

The Big Six firms seeking mergers say they need to 
combine resources to meet the demands of clients - espe- 
cially in the area of cross-border consultancy services ^ 
Partners at two of the firms involved are expected to vott 
on the merger plans soon. Jim Kelly, London 
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Mr Brown goes green in parts 


Old habits die hard. Gordon 
Brown, the chancellor, seemed 
determined yesterday to create 
some of the drama and political 
impact so familiar to UK 
chancellors on their big day. 

Yesterday's pre-Budget speech 
was not supposed to be the 
grand occasion of suspense and 
surprises, only the start of a 
| period of consultation. But in 
1 introducing the first 
“Green Budget", Mr Brown could 
not resist a few old tricks. The 
significant pause. “I can 
announce today." The change of 
tone and then the news designed . 
to raise backbench cheers. 

Unfortunately, he bad few 
bon-bons to dispense. There were 
admonitions on firwmrfai 
prudence and wage restraint: a 
long list of work in p rogress; 
then like a bedraggled conjuror’s 
rabbit, the announcement that 
UK contributions to the EU 
Budget would be £400m ($680m) 
less than expected. This cash, be 
said, would help pensioners with 
heating bills. 

Perhaps Mr Brown could not 
be expected to treat the House to 
a thoughtful summary of the 
complexities now being 
encountered in the plans to 
reform, taxation and to improve 


work incentives. Some of. these 
will doubtless emerge from the 
consultation papers soon to be 
published. 

But the chancellor left doubts, 
nonetheless, about how dear 
and far-sighted his vision of 
reform really is. Some of his 
actions have hitherto seemed at 
crass purposes. For example, be 
made much yesterday of his 
previous decision to cat heating 
bills by reducing value added tax 
on fuel, a perverse boast from a 
government pledged to reduce 
fuel consumption in the interests 
of global warming. 

More important, he created 
rather a mess in his Jane Budget 
by his plan to raid pension 
funds. When abo lishing their 
right to reclaim tax credits on 
dividends, he appeared to 
overlook die resulting anomalies 
in corporate taxation. 

Yesterday be cut neatly 
through the knot by announcing 
the abolition of advance 
corporation tax and the 
introduction of a system of 
quarterly payments of 


corporation tax, similar to the 
practice in the US. This was 
probably the best way out the 
quarterly payments system is 
needed to avoid a serious cash 
flow penalty for the Treasury. 
However, some important 
questions persist. 

In the first place, it is by no 
mnaiw clear what shade of green 
this proposal is meant to appear 
In. No doubt there will be plenty 
of consultations before the 
Budget proper. But it looks in 
important details much like a 
done deal 

Even so, there are some 
important questions still to be 
settled. One of these is surplus 
ACT. About £lbn in ACT has 
been paid by businesses which 
because of low corporation tax 
liability have been unable to 
claw it back. The full extent to 
which this will now he able to be 
recovered remains to be debated; 
then the difficulties of Kmafigr 
companies have not been fully 
resolved. Companies below a 
certain size will, it is true, be 
exempted from quarterly 


payments. But this could create 
a damaging hurdle for growing 
businesses, faced with a large 
tax burden just when they need 
each 

In the months ahead, the 
Treasury needs to show that it 
really has relaxed its habits Of 
authoritarian secrecy and 
genuinely wants to hear 
criticisms on such points. 

Certainly, the chancellor must 
be given full credit for starting a 
new Budget-making process. 
Although the first green paper 
was introduced by a Labour 
government back in 1066, the 
Treasury's arm pal Budget has 
remined obstinately aloof from 
public d' grT1gg t ftn In thp UK 
is far out of line with practice In 
most industrial countries; and 
thp traditional arguments for 
secrecy are looking thin. 

The Treasury has claimed that 
it would lose revenue, if people 
could take pre-emptive action 
before a Budget change became 
law. But this happens anyway as 
a result of leaks and rumours, 
and would be a small price 


to pay for greater openness. 

Some officials argue that bold 
measures such as Lord Lawson’s 
reform of corporate taxes in the 
1960s could not have survived 
lengthy argument and lobbying 
by special interests. The 
difficulties are overstated, 
especially where the case for 
reform is robust Moreover, 
better public discussion could 
help chancellors to avoid errors, 
such as those resulting from Mr 
Brown’s first entanglement with 
ACT. 

The other big test for the 
government will be whether 
consultations can help it deliver 
an effective programme to 
improve job opportunities and 
incentives. Mr Brown’s progress 
report yesterday did show 
evidence of a determined attack 
on many fronts. 

Many of these, such as the 
introduction of more nurseries 
for ihe children of working 
mothers and better skills 
training, are not individually 
spectacular. But then the 
government’s idea of getting 


people from w elf are-to- work was 
never going to be achieved In a 
single grand plan. 

There is still much to be done, 
particularly in improving tax 
and benefit incentives. But the 
chancellor was able to draw the 
outline of a credible strategy - 
albeit an untidy one. His specific 
proposal to introduce family tax 
credits to help workers on low 
incomes is not without 
difficulties, but looking at taxes 
and benefits together is in 
general the right approach. 

More problematic is Mr 
Brown’s belief that such 
improvements to the labour 
market could have a measurable 
effect on UK growth prospects in 
the near term. In principle, no 
doubt, structural reforms ought 
to bring about a combination of 
lower unemployment with stable 
inflation. But it would be wrong 
for the government to count any 
of these chickens before they are 
out of the incubator and into the 
official statistics. 

Mr Brown does, to be sure, 
continue to make strong play of 


the need for caution in public 
finances. His derision to release 
on Monday a Treasury paper on 
the lessons from the last boom- 
and-bust cycle was no doubt 
intended as a warning shot to 
quell backbenchers who would 
like to relax spending. 

The message - that Improved 
public finances must be viewed 
in the context of a complete 
cycle - is plainly right. What 
matters Is the underlying 
balance between spending and 
revenues, rather than temporary 
improvements wrought by an 
increased tax take and lower 
welfare payments in a boom. 

Obvious as this may seem, it 
has too often been ignored by 
previous British governments, 
with dire results. Mr Brown's 
insistence on the need for 
long-term stability and a 
predictable fiscal framework 
continues, therefore, to have a 
fresh and forward-looking ring 
despite repetition. If he really 
can deliver macroeconomic 
stability he will be seen as a 
chancellor of true vision, 
whatever else his Budgets may 
say. And - whether green or 
another hue - they will need to 
rely less on crowd-pleasing 
gestures. 


Clear aim, shame 
about the detail 


W hat does the pre-Budget 
report tell one about 
the government, in 
general, and Gordon Brown, in 
particular? The obvious conclu- 
sion is that never can a govern- 
ment have been more determined 
to review, consult and. if in 
doubt, review again. This is a 
slow process. Inevitably, the 
report is largely a discussion of 
reviews in process. 

Yet, for all its lack of detail on 
policy measures, this document 
is of interest. It illuminates the 
chancellor of the exchequer's 
stated alms : to make the British 
economy more stable, more pro- 
ductive and better at generating 
jobs. It also offers an integrated 
analysis of the questions to be 
resolved if he is to achieve his 
objectives. 

Above all, it shows how far the 
government has absorbed the 
achievements of its predecessor 
and is prepared, for the most 
part, to build cm them. This is 
true not only in its embrace of 
fiscal prudence and labour mar- 
ket "flexibility", but also in its 
bald statement that “much of 
British industry Is undoubtedly 
in better shape than in the early 
1950s and better placed to cope 
with [currency] appreciation." 

Yet scepticism about Mr 
Brown's success remains. Experi- 
ence suggests that raising the 
underlying growth of an econ- 
omy is very difficult. One of the 
most telling charts in the report 
- an economic historian’s delight 
- looks at the British economy 



MARTIN WOLF 


Gordon Brown’s 
success on stability is 
real On growth and 
jobs he has merely 
good intentions 

since 1856. It suggests that, with 
the exception of the 3 per cent 
annual rate of growth achieved 
between 1048 and 1973, no cycle 
has seen growth faster than the 
2*5 per cent of the present one. 

Where a chancellor can most 
easily make a difference is on 
macro-economic stability. Hap- 
pily, this is also where Mr Brown 
has gone furthest in turning his 
aspirations into reality. 

With his decision to make the 
Bank of England operationally 
independent, the fiscal rules, pro- 
posed fiscal code and tight con- 
trol over public spending. Mr 
Brown has tied himself to the 
mast of stability. The big ques- 
tion is whether he can deliver. 


As the chart shows, the UK has 
watched an apparently rock-solid 
fiscal position melt away before. 
Between 198649 and 1992-93 a 
series of dramatically over- 
optimistic forecasts appeared. 
This, as the chancellor knows, is 
a salutary warning. The reason 
for the error is clear, if only in 
hindsight during the late 1980s 
the Treasury thought the econ- 
omy was at frill capacity; it now 
believes output was running at 5 
per cent above trend in 198889. 

In reaction to that earlier opti- 
mism, the Treasury is now work- 
ing on the assumption that the 
economy reached frill capacity in 
the first half of the year. This has 
two powerful implications: the 
first is that this year's public- 
sector deficit should be a struc- 
tural one; the second is that with 
growth forecast at 3% per cent 
this year, there has to be below- 
trend growth later on. 

Output growth is indeed fore- 
cast to decline, to 214 per cent to 
2% per cent in 1998 and iVi per 
cent to 2 per cent in 1999, before- 
returning to the trend rate of 214 
per cent to VA per cent As the 
chancellor rightly stated, where 
growth comes out depends, inevi- 
tably, on how wage inflation 
behaves as the labour market 
tightens. The forecast must 
assume a strongly restrictive 
monetary policy from the Bank 
of England. Even so retail price 
inflation, less mortgage interest 
is expected to be 3 per cent in the 
year to the last quarter of 1998. 

This expectation looks suitably 


How deficits can explode after output exceeds capacity 
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cautious. But, with the public 
sector borrowing requirement 
expected to be 114 per cent of 
gross domestic product in 1997-98, 
it also suggests the initial fiscal 
position is not all that comfort- 
able, even though well within the 
Maastricht treaty ceiling of 3 per 
cent. Nevertheless, the chancel- 
lor forecasts a move into budget 
balance, or even debt repayment 
from 1999-2000. 

How is this to be achieved? The 
answer is by very tight control 
over public spending. As a share 
of GDP, general government 
expenditure (adjusted for special 
receipts and net of interest) is 
forecast to fall steadily, until 
2002-2003. General government 
consumption, in real terms, is 
forecast to rise by VS per cent this 
year, fall by 1% per cent next 
year and then rise by 1 per cent 


and VA per cent in 1999 and 2000, 
respectively. 

The natural attitude to these 
plans is extreme scepticism, but 
such has been the chancellor’s 
success, so far. in sticking to 
inherited targets that it is 
increasingly difficult to doubt 
him now. This, indeed, fa New 
Labour. 

If the chancellor’s efforts on 
stability are impressive, those on 
growth and employment still con- 
sist largely of good intentions. 
The report says sensible things 
about promoting competition, 
improving regulation and corpo- 
rate governance, liberalising 
trade, promoting innovation and 
entrepreneurship, encouraging 
best practice and raising high- 
quality investment. But there is 
very little meat on the elegant 
analytical bones. 


An exception is the predicted 
abolition of advance corporation 
tax. An important change to be 
announced is on capital gains 
tax. where “the government 
remains committed to a system 
that rewards long-term invest- 
ment. particularly by entrepre- 
neurs." Modest announcements, 
include the creation of the 
National Endowment for Science, 
Technology and the Arts - 
funded from that cornucopia, the 
National Lottery. 

A little more flesh fa to be 
found in proposals for the labour 
market, though, again, the analy- 
sis fa more developed than the 
proposals- The most important 
idea fa that for a “working family 
tax credit", which will be paid 
through the tax, rather than the 
benefit, systems, though even 
this fa only sketched out 


Analytically, the report is 
excellent in its treatment of how 
to make work pay. Unfortu- 
nately, the poverty and unem- 
ployment traps it discusses are 
not accidents. They result from 
unavoidable conflicts between 
supporting the consumption of 
the unemployed and low-paid, 
minimising disincentives both to 
work and to earn, and controlling 
public spending. 

In all, this report contains 
excellent analysis, but few con- 
crete policy proposals. The excep- 
tion is on the chancellor’s goals 
for stability, including on the 
public finances. His intentions 
here are admirable. The biggest 
question of all is whether - and 
how far - political pressures and 
economic adversity blow him 
away from the goal of long-term 
stability he seeks. 


Hair-shirt economics 


G ordon Brown is wise 
to be cautious. Two 
things can be said of 
the forecasts accompanying 
his pre-Budget report. The 
first is that the Treasury- has 
probably underestimated the 
present pace of economic 
expansion. The second, 
related observation is that 
the eventual slowdown will 
be sharper than it admits. It 
is possible the government 
will avoid a recession. It fa 
by no means certain. 

Such are the economics 
that inform Mr Brown’s poli- 
tics. Even If the Treasury 
were to turn out, far once, to 
be right, the abrupt slow- 
down in growth pencilled in 
for the next two years would 
be bruising. An economy 
docs not move from a 
growth rate of 4 per cent- 
plus to one of less than 2 per 
cent without voters feeling 
the patn. 

It is an outlook that rein- 
forces Mr Brown’s natural 
caution. The mistake of past 
Labour governments has 
been to begin their term 
with a spending spree and 
end with an enforced 
squeeze. This chancellor 
wants to reverse that order, 
to save his money for those 
rainy days in the approach 
to llie next election. The 
Treasury too is haunted by 
history. Remember the boom 
when Nigel Lawson wa$ 
chancellor? It is engraved in 
the hearts of the mandarins. 
No-one needs to remind 
them that this is just the 
wrong point in the cycle? to 
increase public spending. 

Don't doubt it - Mr Brown 
intends to And money later 
fnr education and health, 
with some left over for tax 
cuts fur the newly recruited 



Philip Stephens 


The government's 
orthodox 
economics will 
make for some 
difficult politics 

New Labour voters of middle 
Britain. Nothing is more 
important for this govern- 
ment than synchronising as 
best it can the economic and 

political cycles. 

It is a strategy, though, 
that begs the $64,000 ques- 
tion. If the Blair administra- 
tion has made a central 
political promise, it is that it 
will deliver greater social 
cohesion alongside orthodox 
economics, a fair society 
alongside a stable economy. 
For cynics, this much- 
trumpeted “third way" fa no 
more than a rhetorical con- 
struct for the government’s 
acceptance of its Tbatcherite 
inheritance- Mr Brown has 
set himself the task of prov- 
ing otherwise. 

His statement to the 
House of Commons offered a 
few more signposts along the 
wav. For all the scepticism 
of his own Treasury officials. 
Mr Brown 1s determined to 
introduce an earned income 


tax credit for those at the 
bottom end of the income 
scale to replace the present 
in-work benefits. 

There are commitments to 
ease the poverty trap by 
smoothing benefit with- 
drawal taper? and to a long- 
overdue overhaul of national 
insurance contributions for 
the low paid. And then, of 
course, there fa that lOp 
starting rate of income tax. 
so often flagged by the chan- 
cellor that one could be for- 
given for believing he has 
already introduced it. 

This hardly adds up to the 
radical upheaval of the wel- 
fare state that Mr Brown so 
often claims. For now. at 
least, it fa stronger on ambi- 
tion than detail. The chan- 
cellor has an irritating habit 
of wrapping even the most 
routine policy announce- 
ment in portentous rhetoric. 

But the package marks a 
move In the right direction. 
And, along with the welfare 
towork programme, it repre- 
sents an important piece in a 
bigger picture This govern- 
ment has a better chance 
than any in recent years to 
Shift the culture of the wel- 
fare state away from depen- 
dency and towards self-help. 
It is a task that Mr Brown is 
taking seriously. 

It demands, though, formi- 
dable patience both of the 
electorate and his party. By 
accident, or more likely 
design, the Treasury these 
days offers scant detail on 
the budgets allocated to each 
of the Whitehall depart- 
ments over tiie coming year. 
Sui you do not have to talk 
to many ministers to realise 
that most believe the tazgets 
represent an impossible 
squeeze. Even education and 


health, singled out for spe- 
cial help in Mr Brown’s July 
Budget, have precious little 
extra in real terms. 

And left-wing Labour MPs 
are not alone in mattering 
that it seems curious the 
gov ernment is cutting future 
benefits for lone parents - 
and, by implication, the 
incentives for existing claim- 
ants to risk moving back 
into the labour market - just 
as the public finances are 
heading towards surplus. 
Public sector workers too 
are unlikely to be impressed 
by Mr Brown’s Lawsonian 
exhortation that they should 
put employment before pay 
rises. They have heard that 
one before. 

Mr Brown, it appears, sees 
the risks. So he makes a ges- 
ture. However much the 
elderly deserve extra help 
with their winter heating 
bills, yesterday’s handout 
said more about politics 
than about social justice. 
And such payments will not 
help much if hospital 
waiting lists continue to 
lengthen and more teachers 
join the jobless queues. 

The chancellor fa the bold- 
est of Mr Blair’s ministers. 
By granting operational 
independence to the Bank of 
England and proposing a 
new code of fiscal responsi- 
bility he has put macro- 
economic policy on autopi- 
lot. He has put his faith 
instead on restructuring the 
supply side of the economy, 
it is a strategy with which it 
is hard to quarrel - even it 
like most converts to a new 
faith, Mr Brown seems too 
wedded to the hair-shirt of 
economic orthodoxy. Cau- 
tion. though, fa not without 
its risks. 


Hopes for soft landing 


C aution Is traditional 
in post-election Bud- 
gets and pre-Budget 
statements. And indeed 
some of the Treasury's eco- 
nomic growth numbers were 
noticeably weaker than 
those floated whimsically by 
Kenneth Clarke a year ago. 
There is a safety margin 
included, perhaps: yet for a 
nervous stock market the 
forecasts will underline fears 
that an earnings per share 
problem may be looming in 
the short to medium term. 

At any rate, it seems odd 
by breezy Clarkean stan- 
dards that the dour Scots- 
man’s 1999 GDP growth fire- 
cast of 1.5 to 2 per cent 
should be weaker than the 
City of London consensus, 
and also that the public sec- 
tor borrowing requirement 
should be set at £6bn for 
1998-99 when some City 
scribes bad been pitching It 
at zero. 

But we have here a picture 
of a comfortably soft landing 
tbat will keep inflation 
under control (although the 
indication of producer out- 
put prices heading back 
above 2 per cent in 1999 may 
cheer deflation-obsessed 
manufacturers). By implica- 
tion interest rates - both 
short and long - will quite 
soon fall back, to the stock 
market's satisfaction. 

The corporation tax pro- 
posals, including the aboli- 
tion of advance corporation 
tax. which was left up a 
creek without a paddle in 
July, are much as expected. 
And whereas in July the Red 
Book gave us tax rises that 
were supposed to increase 
investment, there fa irony 
here too in the Inland Reve- 
nue’s "modern system" for 



Barry Riley 


The government’s 
anti-dividend 
policy will mean 
a shift towards 
corporate bonds 

corporation tax that seems 
to bear an uncanny resem- 
blance to Nicholas Kaldoris 
1965 version. However, the 
rate fa to be 30 per cent from 
1999. against the one-time 40 

per cent, and for individuals 
"unearned" dividends will 
not be taxed at anything like 
the 17s 3d of Old Labour’s 
yesteryear. 

On the positive side, the 
aggregate 3 per cent by 
which Mr Brown has now 
cut the corporation tax rate 
will increase earnings per 
share by 4.5 per cent But 
companies with surplus 
ACT. something like £7bn in 
aggregate, will perhaps 
worry about how "substan- 
tially" this will be preserved 
through the proposed 
“shadow ACT" system. The 
government is. however, 
committed to handling this 
transitional problem fairly. 

Dividend taxes remain as 
proposed in July, effective in 
1999. The tax credit for Indi- 


viduals will be only 10 per 
cent, and of course pension 
funds have already had their 
tax relief taken away. The 
government's anti-dividend 
bias is already having an 
effect, with year-on-year div- 
idend growth on the All- 
Share Index down to 45 per 
cent (against 9 per cent early 
in the year). For comparison, 
earnings per share growth, 
with a 3 per cent boost from 
a tax reduction, fa nearly 10 
per cent. 

Where does this leave divi- 
dends now? The Revenue's 
consultative document 
blandly claims that compa- 
nies will be able “to adopt 
the balance sheet structures 
which they think make most 
business sense without wor- 
rying about ACT". 

The conditions are now set 
for a gearing-up of the Brit- 
ish corporate sector. Corpo- 
rate financiers are preparing 
for this, and maybe institu- 
tional investors are too. The 
latest pension fund statistics 
from The WM Company sug- 
gest that £5bn was with- 
drawn from UK equities in 
the third quarter and more 
than £3tm channelled into 
various kinds of bonds, 
mostly gilt-edged. 

Whether this investment 
shift is happening because of 
fears about the price level of 
equities, because of the new 
consciousness about the 
maturing liability structure 
of pension schemes, or 
because of uncertainty about 
the future dividend stream fa 
hard to say. All these factors 
may be influencing fund 
managers. But looking 
ahead, a 10 per cent (say) 
pension fund portfolio shift 
over several years towards 
fixed income bonds would 


involve purchases of some 
£S0bn. 

Gilt supply, though, fa 
simultaneously drying up. 
The days of monthly £3bn 
auctions are long gone. The 
deficit line beyond 1999 fa 
pictured in the Pre-Budget 
“Green Book" as moving 
into a blue-tinted surplus 
heaven. We have been here 
before, of course, under 
Nigel Lawson; cyclically-ad- 
justed the deficit remains 
substantial, and if Asian 
shocks turn the Treasury’s 
soft landing Into a bard one 
we will again see some big 
red numbers. Gordon Brown, 
however, says he has learnt 
the "lessons of 1988”. 

So pension funds may 
have to look to the corporate 
sector for bonds. We can 
expect to see a phase of sub- 
stantia] buying back of cor- 
porate equity, financed by 
bond issuance, nils should 
cushion and maybe lift up 
the equity market, although 
leveraging will raise equity 
risks as well as shr inkin g 

the supply. There remains 
the dark thought that the 
true cost of the attack ou 
dividends, which have 
already wilted in the US and 
may now do so in the UK, 
will be felt one day in the 
depths of the next bear 
market 

Overall, there was not 
much in the statement to 
distract the market from the 
real business of the Far East- 
ern crisis. The chancellor 
introduced a portentous 
Code for Fiscal Stability but 
brushed aside the implica- 
tions of what is going on in 
Japan, Korea and elsewhere 
in half a sentence. That may 
turn out to be his biggest 
mfa-calculation. 
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INFORMATION TECHNOLOGY 


W ith a click of 
the mouse but- 
ton. credit card 
details flash 
down the telephone line and 
confirmation speeds back. It 
is the telephone sales revolu- 
tion taken a step further, 
reducing transaction costs 
and insurance policy premi- 
ums by eliminating the need 
for telesales staff * 

It sounds great: using a 
personal computer to renew 
car and household insur- 
ance, or to buy holiday 
cover, life assurance policy 
or personal pension. But 
how do internet sales work 
and what is available? 

A survey by Booz Allen & 
Hamilton, the management 
consultancy, found that 
while 16 of the top 20 com- 
mercial banks in the US 
would have the capacity for 
online retail transactions by 
the end of this year, only 15 
per cent of big Insurers 
would. 

Just 7 per cent of the 
Insurance companies sur- 
veyed by Booz Allen offered 
online quotations and only 1 
per cent offered online sales. 

Insurance companies have 
been slow to exploit the 
internet for several reasons. 
First while nearly all house- 
holds have a telephone, far 
fewer own a personal com- 
puter and the investment 
required to set up a website 
capable of transacting sales 
still outweighs the benefits. 

For some potential buyers, 
security Is an issue, in spite 
of the introduction of new 
encryption software: “The 
big stumbling block for all 
transactions has been how 
secure your credit card 
details are," says Kevin 
Ryan, insurance analyst at 
NTkko Europe. 

In the US. where telephone 
sales are not as widespread 
as in the UK, many insurers 
are also fearful of alienating 
the agents who traditionally 
distribute their products. 
Instead, insurance sites 


Using the net 


A premium on 


security 


Nicholas Denton and Christopher Adams 

look at why online insurance is still scarce 


are often the home pages of 
local agents, giving access to 
little more than the office’s 
telephone numbers. Those 
Insurers that do take appli- 
cations online typically pass 
the information as a 
lead to an intermediary or 
salesperson for completion. 

In the US. InsureMarket, 
an online site created by 
Intuit - the company that 
publishes Quicken, the lead- 
ing personal finance soft- 
ware - offers comparisons of 
term life insurance quotes. 

Its EasyQuote service asks 
users to fill in an online 
form akin to the application 
they would normally fill out 
on paper, and gives instant 
online qnotes from several 
insurance companies. But 
the purchase still hag to be 
concluded offline. 

Intuit plans to offer 


instant car insurance quotes 
early next year, adding 
household and small busi- 
ness insurance after that 

InsWeb, like InsureMarket 
an insurance superefte inde- 
pendent of any specific 
insurer, is the leading site 
far car insurance. It also pro- 
vides instant quotations for 
term life from Lincoln Bene- 
fit Life. A visitor to the site 
can enter details of the car 
to be insured, and receive a 
quotation by return e-mail 
from participating insurers 
such as State Farm, Ameri- 
can International Group, 
American Express Property 
Casualty and TIG Holdings 
Group. 

Instant car quotes are 
available from Nationwide 
for customers from a few 
states such as California. 
Quotesmith is a directory of 


life insurance companies, 
allowing broad comparisons 
of the premium rates and 
coverages of mare than 300 
life insurance companies, 
although requests for quota- 
tions have to be submitted. 

Prudential has one of the 
most comprehensive life 
insurance sites, with infor- 
mation, Hmpi to Prudential 
offices and sign-up forms, 
but no facility far actually 
purchasing a policy rwiitnp 

Progressive Insurance 
offers not only its own 
quotations but mfflpqrngrms 
with those from other 
providers such as State 
Farm, Allstate and 
Nationwide. It is one of the 
few insurers to allow online 
payment of premiums on 
existing policies. 

David Smythe of BUB A, 
the British Insurance anA 



Investment Brokers 
Association, says simple 
insurance products not 
requiring explanation or 
advice should lend 
themselves well to 
distribution over the 
internet. 

But he warns that many 
potential buyers could be 
put off by the amount of 
time it takes to find 


websites. download 
information and fill in 
forms. Iel addition, people 
may be afraid of triggering 
something unexpected and 
not knowing whether thei r 
transaction has gone 

fh np aT g ft 

“It should cut down the 
costs for all concerned. But 
at the moment, if you phone 
up Direct Line, they take 


down aH the details. On the 
internet, the customer does 
this, which can be 
irritating,'' says Mr Smythe. 

In Europe. online 
insurance is still very 
limited. In the next five 
years, however, consultants 
DatamonHor expect growth 
to occur in the UK, France. 
Germany . and the 
Netherlands and the total 
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very little was encnP 1 ™- 
Web providers taw“» 
lkuq *0 use sophi5i lc3iea 
to U*P dialogue 

T^otoool called Secure 
Socket Library (SSL) P uts dl 
traffic through a 
mathematical algorithm into 

a code which is uniQUP * to 

sender and receiver. 
So-called “digital signatures 
-toe equivalent of o w 
cool on a piece of paper 
have been developed that 
prevent either side from 
disclaiming knowledge ox a 
transaction. 

Shopping around for tnc 
best quote is. as yet . , a 
process hard to replicate 
online. Those sites that have 
tried are the ones that taw 
attracted the most traffic. 
For now, it is not quicker 
than other methods and 
choice is limited. It may 
catch on. but not for several 
years. 


A Financial Times guin- 
ea-pig agreed to put 
the web to the test 
last week when his car 
insurance came up for 
renewal. The requirements 
were simple: a five door 
Volkswagen Passat, 10 years 
old, worth £LOOO. and with 
five years no claims bonus. 

The driver was 34 with no 
motoring convictions or dis- 
abilities. He lived in London, 
parked in the street and cov- 
ered 5,000 miles a year .His 
last policy cost £827. 


All tangled up on the web 


Using one of the numerous 
Internet search engines 
yielded unsatisfactory 
results. But when we speci- 
fied “motor insurance” we 
located a website run by 
Omnium Communications 
pqTlaH “f ind ". This Unlrari ns 

to a number of financial ser- 
vices sites, including those 
of the big insurers. 

Most of the sites accessible 


from Find did not offer a 
quotation online. Several, 
however, did allow visitors 
to fill in an el grtmnnin appli- 
cation form they would nor- 
mally have to fill out on 
paper or over the telephone. 

Norwich Union said it 
would reply by e-mail and 
Royal & Sun Alliance prom- 
ised to respond. General 
Accident did not offer a quo- 


tation, nor did Guardian 
Royal Exchange or Commer- 
cial Union. Direct line, the 
telephone-based insurer, 
would have responded by 
e-mail within 12 hours, hut 
c pnifi not give a quotation 
for someone wanting to 
drive to work. Churchill, 
another telesales insurer, 
o f fered a telephone number. 

Only th ree offered an 


«mtna quotation. Of these, 
two would do the deal in 
cyberspace: Eagle Star 
Direct and “Screentrade”, a 
service run by Misys, which 
supplies software systems to 
insurance broken. After a 
series of disconcerting but 
harmless error messages we 
bad five quotations, none of 
them dose to the existing 
price. Eagle Star undercut 


file ‘‘iniwH premium by only 
a pound. 

• Another service, “Inter- 
sure”, said it would access a 
pool of insurers, which in 
our case tamed out to be 
one. Admiral, which discrim- 
inates a«uwg London driv- 
ers by using their entire 
postcode to assess premiums 
instead of just the first part, 
was offering a £10 discount 
for quotations sought via the 
internet “The Car Insurance 
Centre” offered policies from 
a range of insurers. 


We eventually opted to 
insure with the existing 
insurer. Sabre, for £248. The 
quotation was obtained over 
the telephone through one of 
the broking sites we had 
contacted by e-mail. 

Had we decided to do the 
deal on-line. Misys required 
credit or debit card details. It 
promised to confirm tHe pur- 
chase within 30 minutes and 
said policy documents would 
follow by post within two 
days. Payment was annual 
or monthly. 


Watching Brief 


WHEREVER THERE ARE PEOPLE. 
THERE IS EQUANT. 



Audio record 
in a flash 


Digital ■ recording gives 
much higher quality than 
copv fai t l o nal analogue tape, 
but most digital recorders 
still rely on some form of 
winrfmwti-fli transport and 
tend to be bulky and heavy. 

Now Germany's Uher 
Inf ormatic has introduced 
the world’s -first audio 
recorder - the OHIO - - 
designed to use Compact- 
Flash storage cards, devel- 
oped by S&nDisk.' 

Flash .memory cards, 
which are the size of a large 
postage stamp and have no 
moving parts, are already 
being widely used in the dig- 
ital photographic and han- 
dheld PC markets. The DH10 
will be supplied with a 2Mb 
card capable of storin g 30 
minutes of audio. A 4Mb 
card wOl also be available. 

The new machine, which 
fits easily in one hand and 


weighs 3.6 ounces including 
batteries, will cost 2330. 
Voice recording can be eas- 
ily downloaded to a PC 
using a. cable or a card 
reader. 

Uher, Germany, tel 6172 
106-237, web vnmo.uher.com; 
SanDisk, US: tel 4085420500, 
web- www.sandisk.com 


Barcode for 
odd places 


Barcodes have become an 
almost universal method far 
identifying and labelling 
goods with a machine-read 
able code. But they are not 
suitable in all circum- 
stances. • 

For example, pharmaceu- 
tical manufacturers have 
recognised the potential for 
storing and distributing 
im labelled products such as 
vials and other small items, 
to improve the logistics 
asso ciated with market spe- 
cific layiHi^ r 


The challenge therefore 
has been to develop a coding 
system capable of being eas- 
ily applied directly to these 
products - many of which 
are made of glass, plastic or 
foil - and which would not 
interfere with labelling. 

To address this problem. 
UK-based Electronic Auto- 
mation has developed the 
Snowflake, a 

two-dimensional pattern of 
dots lOmmxlOm m which 
can store up to 100 numeric 
characters. 

A single Snowflake can be 
inkjet printed on to glass 
vials or syringes and can 
contain all the necessary 
information about the prod- 
uct Snowflake code can be 
read in any orientation and 
can be printed in any shape 
to suit the products. 

Electronic Automation, UK 
tel (0)1432 879641. web 
www.eaLco.uk 


Compiled by Paul Taylor 
(e-mail pauL laylar&FT.cam) 
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ARTS 


Dancing with a heart 

William Deresiewicz is charmed as the American Ballet Theatre ventures forth 



ike a queen descending 
from her throne to miy 
more familiarly with the 
(people, American Ballet 

Theatre ventured forth from the. 
Metropolitan Opera House this 
month to hold, a two- week season 
at City Center. Where, foe Met is 
all grandeur and opulence. City 
Center is Intimate, even homey. 

. At the Cyclopean Met - 4000 
seats and a stage the size of a 
parking lot - you feel like the 
dancers are performing across 
the street. At City Center, they're 
practically in your lap. 

The dances were more inti- 
mate. too. The company, which 
has increasingly devoted its Met 
seasons to story ballets, clearly 
saw the City Center venture as a - 
chance to present its more chal- 
lenging one-act works under 
reduced box-office pressure. The 
idea was to prove that ABT is 
more than just a pretty face 
through a wholesale presentation 
of historic commissions, includ- 
ing such aesthetic landmarks as 


Jerome Robbins’s Fancy Free 
(1944), George Balanchine!s 
Theme and Variations (1947), and 
Agnes de MSla’s Fall finer Leg- 
024(1948). 

The shift at venue put the com- 
pany in a charming new light. 
One could feel the dancing as 
well as see it, and. what before 
could not be seen at all - details 
of facial expression and small 
subtleties of movement - now 
served to transform remote icons 
in to remarkably human perform- 
ers. 

The new- intimacy was more 
favourable to some, however, 
than to others. A number of stars 
seemed suddenly vulgar or brit- 
tle, while several more modest 
dancers stepped forward with a 
magnified presence. 

Ashley Tuttle's maturity and 
soft attack mad e her the most 
watchable woman in both 
Anthony Tudor’s The Leaves Are 
Fading (1975) and Mark Morris's 
Drink To Me Only With Thine 
Eyes (1988). In the latter, Tuttle 


was one of the few dancers to 
achieve the weight and looseness 
so important to Morris's way of 

articulating emotion. Tuttla Lacks 

the- strength for bravura rales 

and usually gets out-shouted by 
ART'S gaggle of big, bold balleri- 
nas. At City Center, one could 
freshly a ppreciate her lovely, ele- 
gant face. her reserved charm, 
and the intelligence and subtlety 
nf her phrasing 

The leading roles in Leaves 
were danced by Jutie Kent and 
Robert HUL Hill must be the 
most gentlemanly partner on 
earth - gallant, attentive, sweet 
Perhaps he's so devoted' to the 
task because it gives him a 
chance to show off his exqui- 
sitely strong and sensitive bands. 
As the pastor in Fall River Leg- 
end he was perfectly cast, the 
very model of American Protes- 
tant earnestness and rectitude. 

Kent shone brightest in the 
least likely place. While she is 
richly endowed with personal 
beauty - slender, shapely legs; a 


swan-tike neck; brilliant eyes: a 
model’s cheekbones - there is 
usually a timidity and lack of 
assurance about her that discour- 
ages attention and diminishes 
her impact 

AH the more impressive, then, 
was her work in Fancy Free. The 
dance portrays a trio of sailors on 
shore leave, with . the women 
decidedly secondary. Yet it was 
Kent's performance that turned 
what Is too often a mere cartoon 
into a dance with a heart Her 
acting was delightfal and true: 
spontaneous, free, rich in narra- 
tive detail It took the vfrtuosic 
choreography and equally virtuo- 
sic male performances - by 
Angel CoreHa, John Gardner, 

Jose Manuel Carreno - and tilled 
with real amo tion. 

K ent and Tuttle shared 
the exacting ballerina 
role in Theme and Vari- 
ations with Faloma Her- 
rera. Herrera is still the most lov- 
able dancer to come along in 


years, and also one of the most 
fearless allegro ballerinas, but 
the smaller setting threw a spot- 
light on a certain coarseness and 

rafplpagnogs: 

The point of Balanchine’s ada- 
gio seemed to evade her, with its 
delicate emotions that slowly 
gather through long chains of 
simple, repeated steps, each of 
which must be given the full 
attention of a major event And 
in Clark Tippet’s Bruch Violin 
Concerto No. 1 (1987), she lost all 
sense of phrasing even in art alle- 
gro role, overmuscling each kick 
and turn like a slugger swinging 
for the fences. 

Of the season's two premieres, 
one of them, was actually enjoy- 
able, well above average for 
ART's recent commissions. 

Jean-Christophe Maillot's In 
Volo was the dud, a big hunk of 
Schubertian schmaltz for Ales- 
sandro Ferri Ethan StiefeL 
Just in case the music doesn’t 
give you the idea. Maillot spells it 
all out - in crayon. They hug. 



Desmond Richardson and Vladimir Malakhov in ‘Remanso’ 


they kiss, they rub each other in 
slightly naughty places. How 
moving. 

Far better was Nacho Duato’s 
Remanso, a trio for Parrish May- 
nard, Desmond Richardson, and 
Vladimir Malakhov. The work 
combines asto nish in g athleticism 
with a bouquet of other qualities: 


curiosity, innocence, longing, 
loss. The iconography is deliber- 
ately mysterious - a wall, a car- 
nation, a kind of "night-time’' 
lighting - but its melancholy and 
solemnity add emotional depth to 
the work’s true subject, youth. 
Such a dance would disappear at 
the Met; at City Center, it flies. 


* 
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Theatre / Alastair Macaulay 

Absurdism 
comes of age 


W hat immense plea- 
sure: to watch two 
of our most cele- 
brated veteran 
comic actors. Richard Briers and 
Geraldine McEwan, at work on 
Eugene Ionesco's "tragic force”. 
The Chairs. On the one hand, you 
feel the play stretching them in a 
new direction; on the other hand, 
you feel their expertise drawing 
out every nuance in the play. The 
audience, young and old, rejoices 
at once in them and in the play - 
although, at almost every point, 
it is ambiguous whether you 
should respond to it as tragedy or 
as farce. 

The production, directed and 
choreographed by Simon McBur- 
ney, is a collaboration between 
Theatre de Complicity and the 
Royal Court, and it has toured 
England for a month before arriv- 
ing in London. Although The 
Chairs is almost 40 years old, it 
still feels avant-garde; no produc- 
tion could serve as a better meta- 
phor for the Royal Court’s pres- 
ent locale in the West End. 
Modernist absurdism has become 
high-entertainment -mainstream. 

The two leading characters of 
The Chairs are an Old Man and 
an Old Woman. They are indeed 
very old. but : part of the pathos 
and comedy of the play is that 
they have never had much life. 
"Such great gifts.” remarks the 
Old Woman of her spouse. “If 
you’d only had same inkling of 
ambition, you might've been a 
schoolmaster, or a band master, 
or a concert master of medicine. 
But all that disappeared into the 
depths... the black depths of 
despair." 

Listening, you laugh, and then 
have the laugh wiped off your 
face. The couple live on an 
island; you hear the sound of 
water and of rowing-boats all 
around. What has happened to 
them and what has happened to 
the rest of their world is bizarrely 
mysterious. At one point they 
speak of Paris; the Old Man says 
that Paris vanished four hundred 
thousand years ago and an that 
remains of it now is a song. What 
song? "Paris will always be 
Paris." 

Invisible (to us) guests start to 
arrive, and the couple tries to 
entertain them. Briers and 


McEwan -are so beautifully 
focused that we exactly .."see” 
these guests, and you follow 
every lota of their dealings with 
them. When a Fabled Beauty 
(now grotesquely ugly) arrives, 
we not only lap up Briers’s blob- 
bing Romantic devotion to the 
love he mice bore for her, we also 
catch . every flicker of McEwan's 
jealousy - which she uses to her 
own ends in an advanced flirta- 
, tion, indeed advanced groping 
session, with the Beauty's hus- 
band. •• 

This is entrancing - and yet we 
know it isn’t reaL We. have 
already noticed how they tell 
their various guests different ver- 
sions of the ««tn« past, and we 
wonder how deeply they are now 
leading us into their priv a t e fan- 
tasies. Well, by the time McEwan 
is arching back in desire in the 
arms of Beauty's husband, and 
delivering ecstatic sexual grunts 
and cries, we buy the fantasy 
very happily. 

B ut it is not mere fantasy. 
yjfejhear r jhe doorbells 
aim the knocking with 
which these guests keep 
arriving, in droves; Briers and 
McEwan keep reassuring their 
guests that an Orator will arrive 
to deliver the speech they all 
long to hear; and finally, after 
the roam is dripping with chairs 
and Briers and McEwan are terri- 
fied and cramped by the unseen 
crowd, one of whom is the 
Eknperar (whose white gloves we 
see when he takes his place in a 
box), the Orator does arrive, gro- 
tesque and subhuman and spout- 
ing nonsense: whereupon the old 
couple, crying “Long live the 
Emperor!”, throw themselves out 
of the windows. 

What, amid all this, is real? 
Which aspects are dismaying? 
And which are hilarious? Our 
whole response is ambiguous. 
But Ionesco’s grip, and the grip 
of this production, are so sure 
that we keenly, happily, poi- 
gnantly follow every moment. My 
only reservation is that McEwan 
emplo y; some of the same vocal 
exaggerations that she puts into 
her every role: the booming chest 
register and the tremulous upper 
register and the absurdly dis- 
torted vowels. But it is worth 



Richard Briers and Geraldine McEwan; briffiant in Eug&ne Ionesco’s The Chairs’ 


paying just to hear her thrilling 
utterance of this speech: “Once 
you’ve started it'll sound inevita- 
ble enough - like living and 
dying. The decision is everything. 
Speaking itself brings words and 
ideas into existence - and maybe 
yon and I, through our wards, 
can rediscover the city, and the 
garden, and not be orphans any 
more." Briers - now a sulky 
child, now a bluffing gent, now a 
querulous dotard - is simply bril- 


liant; his long speeches to the 
Emperor (“Ooooh yeeees ... I 
tried crossing the Pyrenees but 
the Pyrenees were no more ... I 
was afflicted by boils...") form 
the play’s climax. 

Martin Crimp (to whose work 
as playwright and translator 1 
have previously and recently 
objected) has done a superb job 
here. His translation partly trans- 
poses the play into English refer- 
ences (“Henry VH" for “Francois 


I”) and into 1990s parlances 
(“spin-doctors”) without Jarring 
its essence. As the Old Woman 
resists her new admirer, she tails 
him “Find some other path to 
happiness. Time’s winged chariot 
has passed ns by.” Breathtaking; 
enthralling. 

At the Royal Court Theatre 
Downstairs, St Martin’s Lane, 
WC2, until December 20. Spon- 
sored by Barclays New Stages. 


Concerts/Andrew Clark 


Job and Linda 


S carcely a week passes 
without a Peter Maxwell 
Davies premiere of some 
kind or other. Hot on the 
heels of first London perfor- 
mances of his Concerto for 
Orchestra and Piano Concerto. 
Saturday’s Royal Philharmonic 
Society concert at the Barbican 
marked the European premiere of 
Job. Prolific is not the word: Max- 
well Davies is a production line, 
churning out concertos. Sails 
(the brand-name for his new 
orchestral series) and iarger-scale 
works - all oiled by the mighty 
Max marketing -machinp. Every- 
thing has a well-stitched, ready- 
to-wear quality, but as in Job, an 
oratorio premiered in Canada in 
May. the result is often a slick 
musical construct, in which 
hyperactive invention masks a 
dearth of fresh inspiration. 

The idea of spiritual struggle is 
a well-worn furrow in Maxwell 
Davies’s work: think of Taverner 
and The Ma r tyrdom of St Mag- 
nus. His preoccupation with the 
Old Testament story of Job 
apparently goes back to student 
days, but only crystallised musi- 
cally when a commission arrived 
from the University of British 
Columbia - funded by a Vancou- 
ver businessman. David Lemon, 
who selected texts from a modern 
translation. 

Job is less the journey of a soul 
d la Gerantius, more a 79-minute 
meditation on spiritual suffering. 
The title part is sung alternately 
by baritone, tenor and chorus: 
tenor and baritone also represent 
the Accuser (a euphemism for 
Satan), as do soprano and memo. 
The chorus has a monopoly on 
God. While this interchangeabil- 
ity heightens our awareness of 
conflicting voices within Job’s 
soul, it also suggests an abstract 
quality in the musical narrative 
- as if the whole thing was a 
jumble of thoughts, without con- 
tour or development 
The score is a clever but 
uneven patchwork, zapping 
between modal-inflected auster- 
ity and the tonal grandeur of 
English choral tradition, with 
Elgar and the tougher side of 
Vaughan Williams as discernible 
influences. It begins and ends 
with unaccompanied plaiztsong, 
and there are some imaginative 
devices, such as the seductive 
tenor echoing of the baritone’s 
words in Part l and the orches- 
tral whirlwind from which the 


voice of God rises in Part 3. But 
these cannot mask the formulaic 
quality of much of the writing, 
exemplified by the horrid brassy 
flourishes before foe final e. 

Kevin McMillan, who also sings 
in the Collins Classics recording 
of the Vancouver premiere, 
brought palpable authenticity to 
Job’s baritone soliloquies. Mark 
Padmore was the sensationally 
good tenor; Catherine Pierard 
and Catherine Wyn-Rogers 
excelled in the two female parts. 
Richard Hickox. conducting foe 
City of London SinfonJa and BBC 
Singers, drew a performance of 
impressive conviction - in con- 
trast to his sloppy accounts of 
Tippett’s Corelli Fantasia and 
Britten's King Arthur Suite 
before the intervaL Exactly why 
the Britten Estate commissioned 
the latter - an arrangement of 
some nondescript radio music by 
the 24-year old composer - is 
hard to imagine. It does Britten's 
reputation no good at alL 
* 

On Friday a packed Festival Hall 
heard what must surely go down 
as one of London’s musical 
events of the year - a concert 
performance of Donizetti’s Linda 
di Chamoimix. Only 10 or 15 
years ago, Donizetti was one of 
the least likely candidates for 
“period” reexamination. The fact 
that his music is now recognised 
as innately theatrical, with a 
style of its own, shows how taste 
has chang ed. 

This performance by the 
Orchestra of the Age of Enlight- 
enment and Philharmcmia Cho- 
rus under Mark Elder had inesti- 
mable vitality. It demonstrated 
what a sophisticated colourist 
Donizetti was, and how instru- 
mental! y he used his voices. 
Divorced from the theatre, it was 
fascinating to observe details like 
foe strings aping the sound of foe 
hurdy-gurdy in foe final act, and 
to hear in Pierotto a forerunner 
of the travesty parts in French 
romantic opera. 

The cast, headed by Marietta 
Devia, Marcelo Alvarez and 
Susan Parry, was a perfect match 
for Donizetti’s sparkling vocal 
parts - though for a real smell of 
the theatre, the performance 
relied heavily on Alessandro Cor- 
belli 's witty March ese. The pres- 
iding genius was Elder, who 
proved that mature Donizetti can 
sound every bit as vibrant as 
early Verdi. 
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Guide 


■ AMSTERDAM 

EXHIBITIONS 

RQksmusaum 

Tel: 31-20-673 2121 
Medieval fflustrated histories: the 
Hausbuch arid its Master. 
Drawings, prints -and a pane! 
painting by the Master of the 
Amsterdam Cabinet, Inducting 
the 64 sheets of the Hausbuch. ■ 
illustrating court life in the late 

Middle Ages, The book has 

temporarily been taken apart for 
restoration, providing this first 
and last opportunity to view it in 
this way; to Jan 18 

OPERA 

Het MuzWttheater 

Tef; 31-20-551 8911 • 

Cosi Fan Tutte: by Mosart 
Netherlands Opera production, 
conducted by Nor Bolton In a 
staging by JGrgrm Fimm, with an 
entirely new cast: Nov 26, 30 

■ BELFAST 

DANCE 

Belfast Festival 

’ v . 


Tet 44-1232-665 577 
Merce Cunningham Dance - 
Company: Ocean. Inspired by 
James Joyce, this fast 
collaboration of the 
choreographer with John Cage 
features 15 dancers, 112 
musicians and an electronic 
score; Waterfront HaD; Nov 27, 
28. 29 


■ BERLIN 

DANCE 

Deutsche Oper- 

Tek 49-30-34384-07 
Deutsche Oper Ballet Rosalinda, 
choreographed by Ronald Hynd 
to music by J. Strauss; Nov 27 


■ BONN 

EXHIBITIONS 

Kunst- und Ausstetiungshalle 
"der Bundeerepubflk 
Deutschland 
Tet 49-228-917 1200 
Kunsthefle Bremen: selection of 
important works including 
puttings, sculptures and copper 
engravings from the cotfection of 
the Kunsthalie Bremen; to Jan 11 


■ CHICAGO 

EXHIBITIONS 

Art Institute Of Chicago 

Tet 1-312-443 3600 
www.artta.odu 

• Irving Penn, A Career In 

Photography: 150 prints, from 
every stage of Penn's career. 
Includes fashion photography, 
portraits of the rich and famous, 
end ethnographic series. To Feb 
1. after wHch the exhibition wffl 
travel to Europe and Japan 


• The Modem Midwestern 
Landscape: Gertrude Kuh and 
Franz Lipp. Examines the 
co n t r asting careers of these two 
Chicago- based landscape 
archftects from the 1930s to the 
1970s. includes around 70 
drawings and photographs; Kisho 
Kurakawa Gallery; ends on 
Sunday 


■ CLEVELAND 

EXHIBITIONS 
Cle vela nd Museum of Art 
Tet 1-216-421 7340 
When Silk Was Goto: Central 
Asian and Chinese Textiles. 
Featuring 64 precious textiles 
from the 8th to 154h centuries, 
when they were of immense 
economic and cultural 
significance. Including the most 
important known “doth of gold”. 
The exhibition wffl travel to New 
York; to Jan 4 


■ LONDON 

CONCERTS 
Barbican HaQ 
Tet 44-171-638 8891 

• The SfbeBus Cycle: Sir Colin 
Davis conducts foe London ' 
Symphony Orchestra in a 
p ro gr a mm e comprising 
Symphony No. 6, Symphony No. 
7, and the Violin Concerto with 
soloist Anne- Sophie Mutter Nov 
28. 27 

• The Sibelius Cycle: final 
concert of the series. Sir CoBn 
Davis conducts the London 
Symphony Orchestra in a 
programme inducting the KuBervo 
Symphony. With soprano 
Katarina Dalayman, baritone 


Peter Msttei, and the Helsinki 
University Chok; Nov 30 ' 

OPERA 

Engtish National Opera, 
London CoBseum 
Tet 44-171-632 8300 
F als t aff : by Verdi This 
co-production with Opera North 
is conducted by Dohrfanyi and 
directed by Matthew Warchus. 
Cast indudes Alan Opie in the 
title role; Nov 27; Dec 1 

Shaftesbury Theatre 

Tet 44-171-379 5399 
The Royal Opera: II barbiere di 
Siviglia, by Rossini. New 
production staged by Nigel 
Lowery; Nov 27, 28, 29; Dec 1 

THEATRE 

Lyric Theatre, Shaftesbury 
Avenue 

Tel: 44-171-494 5045 
Cyrano de Bergerac: by Edmond 
Rostand, translated and adapted 
by Anthony Burgess. West End 
transfer of the RSC production, 
starring Antony Sher and 
directed by Gregory Doran; to 
May 30 

Riverside Studios 
Tat 44-181-741 2255 
Oh Les Beaux Jours: by Samuel 
Beckett (1961). Peter Brook 
directs Beckett's French 
language version of Happy Days; 
Nov 27. 28, 29 


■ LOS ANGELES 

CONCERTS 

Dorothy Chandler Pavilion 
Tet 1-213-972 8001 
Los Angeles Philharmonic; 


conducted by Lawrence Foster in 
works by Mozart and RaveL With 
piano soloist Ignat Solzhenitsyn; 
Nov 28. 29, 30 

OPERA 

L. A. Opera, Dorothy Chandler 
Pavilion 

Tet 1-213-972 8001 
wwwJaopera.org 
Countess Maritza: by KAIm&n. 
Premiered in Santa Fa this 
summer, this lively production by 
Linda Brovsky stars Ashley 
Putnam and is conducted by 
John Crosby; Nov 29 


■ MADRID 

CONCERTS 
Auditorio Nadonal 

Tel: 34-1-337 0100 
Orchestra National de France: 
conducted by Pinchas Steinberg 
in works by Berlioz, R. Strauss 

and Liszt With piano soloist 
Jan is Vakarefe: Nov 29 

DANCE 

Teatro Red 

Tel: 34-1-516 0600 

The Royal Bafiet The Sleeping 

Beauty, in a staging by Anthony 

Dowell, with designs by Maria 

Bjomson; Nov 28, 29, 30; Dec 1 


■ NEW YORK 

OPERA 

Metropolitan Opera, Lincoln 
Center 

Tet 1-212-362 6000 
www.metopera.org 
• La Clemenza di Tito: by 
Mozart Conducted by James 
Levine in a staging by 
Jean- Pierre Ponnetie. Cast 




Includes Anne Sofle von Otter 
and Anthony Rotfe Johnson; Nov 
26. 29 

• The Rake’s Progress: by 
Stravinsky. New production by 
Jonathan Miller, conducted by 
James Levine. Cast includes 
Dawn Upshaw and Samuel 
Ramey; Nov 28; Dec 1 


■ PARIS 

OPERA 

Oprira National de Paris, Opera 
Bastfile 

Tet: 33-1-4473 1300 
Der Rosenkavalien by Strauss. 
New production conducted by 
Edo de Waart in a staging by 
Herbert Wernicke. Cast includes 
Renee Fleming, Susan Graham 
and Barbara Bonney; Nov 26, 29 

Op6ra National de Paris, Palais 
Gamier 

Tet 33-1-43439696 
The Merry Widow: by Franz 
Lehdr. Annin Jordan conducts a 
new production directed by 
Jorge Lavelti, with sets by ’ 
Antonio Lagarto; Dec 1 


■ SAN 
FRANCISCO 

OPERA 

San Francisco Opera, War 
Memorial Opera House 

Tel: 1-415-864 3330 
www.sh3pera.com 
• Eugene Onegin: by 
Tchaikovsky. Yuri Temirkanov 
conducts his 1980s Kirov Opera 
production, with a cast including 
Anthony Michaels-Moora and 
Elena Prokina (replaced by 


Nlcdle Fotemd on Nov 29); Nov 
28, 29 

• Pelleas et Mfelisande: by 
Debussy. Conducted by Donald 
Runnicles in a production by 
Colin Graham. Frederica von 
Stade and Simon Keenlyside sing 
the title roles; Nov 29 


■ TOKYO 

CONCERTS 

Suntory Han 

Tel: 81-3-3289 9999 

StaatskapeOe Berlin: conducted 

by Daniel Barenboim in 

symphonies and piano concertos 

by Beethoven; 

Nov 26, 27 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 


• NBC Europe 

10.00: European Money Wheel 
Nonstop live coverage until 15.00 
of European business and the 
financial markets. 

17.30: Rnandal Times' Bus/nass 
Tonight 

• CNBC 

0830: Squawk Box 

10.0Q: European Money Wheel 

18.00: Financial Times Business 

Tonight 
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Where’s Truman? 

Europeans are worried that Clinton's ability to make 
sensible foreign policy is being thwarted by Congress 


T his week the US is 
leading efforts to 
save Asia from 
financial disaster. 
BO] Clinton, the US presi- 
dent. towers over the walk- 
ing wounded at the Asia- 
Pacific s ummi t in Vancou- 
ver. The International Mon- 
etary Fund rescue plan win 
bear the stamp: Made in 
America. 

How fitting that this exer- 
cise in US leadership coin- 
cides with the 50th anniver- 
sary of the Marshall Plan 
which rescued Europe from 
hunger, poverty, despera- 
tion and chaos. Dollar diplo- 
macy rules in Asia. The 
Europeans look like passive 
bystanders. 

Appearances are decep- 
tive. Mr Clinton is a pale 
imitation of Harry Truman, 
a president who never wor- 
ried about being unpopular. 
Larry Summers, the deputy 
treasury secretary co-ordin- 
ating the US response to the 
crisis, is a huge talent, but 
he is no Dean Acheson 
orchestrating the creation 
of a new global economic 
order. 

The feet is that the US no 
longer enjoys the prepon- 
derance of power it did 50 
years ago. The balance of 
power is shifting. The "Gol- 
dilocks economy" and the 
huge advances In US civil 
and military technology 
cannot obscure other fac- 
tors, notably the decline of 
the presidency and the rise 
of Congress as an actor in 
US foreign policy. 

I recently re-visited Wash- 
ington, where I was a corre- 
spondent for many years. 
My visit coincided with a 
decision by the House of 
Representatives to block a 
vote on whether to give Mr 
Clinton the same trade 
negotiating authority that 
previous presidents have 
been granted since 1974. 
That same week, the House 
refused to honour a US com- 
mitment to repay $926m 
(£548m) of debts to the 
United Nations, and denied 
$3.5bn in loan guarantees 
for the IMF's currency stabi- 


lisation programmes. 

In the first case. Mr Clin- 
ton was undone by his own 
party, held hostage by 
organised labour. He could 
only master 20 per cent of 
House Democrats behind 
fast track. The other two 
defeats were at the hands of 
House Republicans retaliat- 
ing against the president’s 
refusal to cease support for 
international family plan- 
ning programmes, which 
conservatives insist camou- 
flage organised 

abortion. 

These three defeats 
amount to the most crip- 
pling blow to Mr Clinton's 
power and prestige since 
the Democrats lost control 
of the House and Senate in 
the 1994 mid-term elections. 
Inevitably, the president's 
weakness at home raises 
doubts about America’s 
leadership abroad. Hence 
the fine line Mr Clinton is 
walking in Vancouver on 
the question of US participa- 
tion in an IMF-led rescue: 
he may not have the votes 
for the funds. 

Mr Clinton bears some of 
the blame. The price of 
political survival after 1994 
was to embrace chunks of 
the Republican agenda on 
issues such as welfare 
reform. His own Democratic 


supporters are alienated, 
many Irretrievably. There 
are grumbles, too, within 
his administration that he 
was woefully slow to rally 
votes for fast track. 

Yet the wider point is that 
the end of the cold war has 
left Congress without a 
focus for de finin g the 
national interest 
James Schlesinger, former 
director of the CIA, makes 
another point in a recent 
article.* America’s ability to 
lead is being undermined by 
a combination of hubris and 
fragmentation. The public 
mood is volatile. Ethnic con- 
stituencies such as the 
Cuban- Amerl cans , the Irish, 
the Black Caucus and Jew- 
ish groups have hijacked 
foreign policy issues rang- 
ing from Cuba sanctions, 
Northern Ireland, Haiti and 
the Middle East 
US assertiveness, he 
argues, no longer takes the 
shape of military action 
Involving risks, hut is exer- 
cised through economic 
sanctions. During Mr Clin- 
ton's first term, the US 
imposed new unilateral eco- 
nomic sanctions - or threat- 
ened legislation to do so - 
on 60 occasions in 35 coun- 
tries. Taken together that 
affects about 42 per cent of 
the world's population. 



Poor copy: Clinton (right) is a pate imitation of Truman 


Not all is lost A new test 
for Mr Clinton and US for- 
eign policy comes next 
spring when he seeks Sen- 
ate approval for bringing 
the Czech Republic, Hun- 
gary and Poland into the 
Nato alliance. At about the 
same time, the president is 
also likely to try to extend 
the deadline for withdraw- 
ing US forces which are crit- 
ical to the Sfor peacekeep- 
ing force in Bosnia. 

Two successful votes 
would be a powerful state- 
ment of US engagement in 
Europe. Nato enlargement 
would consolidate the alli- 
ance as the prime guarantor 
of security on the continent 
for the next 10 or 20 years. 
The Europeans would then 
have every cause to be 
grateful, though they would 
also face old criticisms 
about taking a free eco- 
nomic ride on the back of 
American tanks. 

All of which brings us 
back to the Asian crisis. 
Europe is caught in two 
minds. The European econo- 
mies are less dependent on 
south-east Asia as the US. 
The crisis did not figure at 
all at last week's “Jobs sum- 
mit" in Luxembourg. 

Last week, however, 
France, Britain. Germany, 
and Italy - the four Euro- 
pean members of the Group 
of Seven forum - sent a let- 
ter to the IMF si gnalling a 
willingness in principle to 
supply a second line of 
defence for South Korea. 
This is the first twitch of 
European involvement in 
the management of the 
world's financial system. It 
will increase with the 
launch of the single cur- 
rency and the emergence of 
a euro-bloc. 

Some senior US officials 
would welcome an element 
of burden-sharing. Others 
are not so sure. Europeans 
are useful allies, but they 
have to prove they can be 
adult partners. 

* Fragmentation and Hubris, 
the National Interest: 
Number 49, Autumn 1997 
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il-out of Asia without 


demanding rule change 
a recipe for disaster 


From Mr Harry ShutL 

Sir, In the light of past FT 
editorials that have com* 
mendahly warned of the dan- 
gers of finan cial sector prof- 
ligacy, and the related moral 
hazard arising from the 
state's commitment to 
underwrite it, your response 
to the Aslan market turmoil 
- as expressed in your 
leader "A way out of Asia’s 
crisis” (November 24) - must 
be deeply disturbing to 
many of your readers. 

No doubt in face of the 
widening abyss now before 
us the only way of averting 
catastrophe is a massive 
bail-out of banks by the 
international taxpayer such 
as you advocate. Yet to pro- 
pose such an approach with- 


out demanding any change 
of the rules in future 
amounts to a total denial of 
basic democratic account- 
ability, reassuring the gam- 
blers in the casino that we 
shall continue to pick up the 
tab for their losses while 
they remain free to make off 
with their winnings. 

Worse still, you follow tbe 
International Monetary 
Fund line in demanding still 
greater liberalisation, 
whereas it should be obvious 
by now that increased finan- 
cial liberalisation combined 
with a continued state 
guarantee of the banking 
system is a certain recipe for 
disaster. 

Have you stopped to con- 
sider what kind of a political 


message *bia is sending to 
western taxpayers who are 
being called on to reward 
such irresponsible, often 
criminal, behaviour with 
bail-outs costing hundreds of 
billions of dollars at the 
same Hmp as they are being 
told deep cuts in tbe welfare 
state are necessary? 

In contrast, the Japanese 
authorities at least deserve 
seme respect for hesitating 
to inflict such a burden on a 
hostile electorate, as does 
the head of Yamaichl Securi- 
ties for his very public 
e xpression of shame. 

Harry Shutt, 

19 Tennyson Close, 

Horsham, 

W Sussex RE 12 5PN, UK 


Custom is a dr ain on economies 


From Mr John Raven. 

Sir. Your leader "OECD 
bans bribes” (November 24) 
focuses on bribery in govern- 
ment procurement There is 
an at least equally serious 
problem in widespread cus- 
toms corruption. Customs 
have regulatory control of 
two of the richest cash flows 
in many developing and 
emer g i n g countries - hard 
ffim tuiy fgtpilnpg on 
exports and very heavy 
duties an imparls. Complex, 
opaque recording and assess- 
ment systems enable thom 
to demand small, routine 
bribes as a condition of nor- 
mal business and much 
larger exactions fix’ excep- 
tional concessions in crimi- 
nal, urgent or high-value 
transactions. 

These malpractices can 
cut customs revenue by up 
to 50 per cent and reduce 
export earnings. They 
degrade the public view of 
government services and so 
erode political stability. 

They discourage exports and 
inflate import costs. They 
strangle inward direct 
investment, far who, in his 
commercial senses, would 
set up production units, with 
associated employment, in a 
country where timely 
imports and exports are 
impossible without constant 
payments to customs staff? 

When the World Bank and 
International Monetary 
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Fund impose the use of pri- 
vate agencies to replace cer- 
tain sensitive customs activi- 
ties by systems of pre- 
shipment inspection (PSI) 
they ignore fundamental 
requirements for reform and 
modernisation. PSI leaves 
many key functions, such as 
control of illicit drugs, still 
in the bands of a resentful 
and damoralisedcustoms 
service. As recent events in 
Pakistan have shown, it may 
simply substitute a few mas- 
sive payments to politicians 
for innumerable, small hand- 
outs to customs officers. 

Customs corruption is a 
constant drag an global com- 
merce, a brake on effective 




trade liberalisation, and a 
significant constraint on the 
economic development of 
large areas of Africa. Latin 
America, Asia and eastern 
Europe. It calls for early and 
critical attention and effec- 
tive action by the OECD, 
World Trade Organisation, 
the Group of Seven, Asia 
Pacific Economic Co- 
operation and the European 
Union. 

John Raven, 
director general. 
International Express Carri- 
ers Conference, 

Rue Joseph n, 3, 

1000 Brussels, 

Belgium 


Clear proof 


From Mr Ken MacIntyre. 

Sir, I always thought that 
a management consultant 
was someone who told you 
the blindingly obvious but 
dressed it up in silly preten- 
tious language a nd charged 
an exorbitant amount for the 
privilege.’ 

Thanks to your estimable 
campaign against impenetra- 
ble business jargon ("Prize- 
winners in the business of 
jargon”, November 24) and 
the unique brand of buffoon- 
ery which deservedly won 
the competition, it has been 
proved beyond all reasonable 
doubt 

Ken MacIntyre, 

26 Shepherds Lane, 
Guildford. 

Surrey GU2 SSL, UK 


Language not an issue in 
investment decisions 


From Mr Hum Jones. 

Sir, Your piece on Welsh 
education officials looking 
into fears that Welsh lan- 
guage teaching could be 
damag in g inward invest- 
ment was puzzling ("Lan- 
guage focus worries Welsh", 
■November 20). Inward 
investment in Wales has 
been the envy of other parts 
of the UK and Europe. Busi- 
ness development officials in 
north-eastern England even 
complain that Wales baa too 
much of the cake. South Kor- 
ean LG Group's'¥2£bn 
investment generating 6,100 
jobs in south Wales, is the 
largest single job-creating 
inward investment project in 
the European. Union. 


The Welsh Development 
Agency's successful effort to 
increase inward investment 
in recent years coincides 
with a rise in the number of 
people learning Welsh, and 
the language becoming com- 
pulsory at school. 

It is location within the 
EU. a competitive workforce, 
and attractive "sweeteners” 
for investors that will 
always be the key to success- 
ful Welsh inward invest- 
ment not the presence of 
Europe’s oldest living lan- 
guage. 

Huw Jones, - 

239 West 20th Street Apt 14, 
New York City, 

NY10011, US 


Fair way to impose sanctions on Iraq 


From Mr R. W. Lean. 

Sir, If the United Nations, 
representing all nations, 
places sanctions on Iraq., it is 
manifestly unfair to Russia 
to expect one member state 
to suffer unilaterally since 
Iraq cannot repay debts 
while deprived of income 
from exporting olL 

It would be fairer for the 
World Bank, on behalf of the 
UN, to pay .Iraq's debt to 


Russia, and then to collect 
payment from Iraq when 
sanctions end, plus of course 
a reasonable interest charge. 
Such repayment could be 
collected by a levy on oil 
deliveries to customers, who 
lift the oil later on. 

This would not only be 
fairer to Russia, but would 
also be expedient diplomati- 
cally, for Russia with its 
financial Interests preserved 


could make diplomatic judg- 
ments impartially, and with- 
out pressure from its trea- 
sury to support an obvious 
cheat and breaker of trea- 
ties. 

R.W. Leon, 

La Grand Morale, 

Park Close, 

Glen Vine, 

Douglas, 

Isle of Man IM4 4HB 


Din drowns 
voices of 
Emu reason 

prom Lord HtftcvlL 

Sir, There used to be a 

commonsense position 

which united raostif not all, 
Tories on Europe. This was 

that we were pro- European 

but doubtful about European 
economic and monetary 
union - as are most econo- 
mists, since it is of course n 
political and not an eco- 
nomic project. 

Now this sensible common 
ground is being backed away 
by fanatics on both sides - 
those who think you cannot 
be a good European unless 
you favour early Emu entry 
(despite warnings such os 
those of your wise Lex col- 
umnist last Saturdiiy that 
this is "reckless politics"). 
And those at the other 
extreme who think, against 
all experience, that nations 
still have sovereign indepen- 
dence in these matters. 

In between, there used to 
be room for all sorts of cre- 
ative ideas for greatly 
improved monetary co- 
operation in Europe and for 
a Europe organised on a 
really modern "network” 
basis instead of as an 
old-fashioned and central- 
ised hierarchy. 

The European Monetary 
System, the Exchange Rate 
Mechanism, and the design 
of Emu all belong to this old 
way of thinking. They were 
conceived before the liberal- 
isation of capital movements 
transformed world financial 
markets, demanding a more 
flexible approach, based on 
serious economics and not 
political wish-fulfilment. 

A few economically liter- 
ate voices in both the 
Labour and Conservative 
parties are trying to point 
this out although they can 
scarcely be heard above the 
din. One of them belongs to 
the Conservative leader. Wil- 
liam Hague, who made these 
points to the Confederation 
of British Industry, and was 
actually listened to. 

What a pity some of his 
fellow MPs. and ex-MPs. do 
not stop their absurd postur- 
ing and listen to him as well. 

Howell of Guildford, 

House of Lords, 

London SW1A OPW. UK 


Confidence 
is the key 

From Luca Paolozzi. 

Sir. In John Upsky's verj 
interesting Personal View 
"Heads stuck in the sand” 
(November 24) on the Euro- 
pean economic consequence 
of the Far East crisis, it is a 
mystery how he computes 
European export shares to 
non-European countries. 
According to Eurostat data, 
Far East plus Japan 
accounts about 23.5 per cen 
of all non-European Union 
European exports, with moi 
than 30 per cent for US. 
Moreover, in terms of gross 
domestic product it is 2 per 
cent for EU and 2.6 per cent 
for US. That is why the 
direct effect of a Far Eas- 
team import slowdown for 
European as well as US 
growth is, in the words of 
Federal Reserve chairman, 
Alan Greenspan, “modest. 
but not negligible”. 

What really matters is thi 
confidence chain reaction 
that could dampen house- 
holds' and companies’ spent 
ing in OECD countries. It is 
quite urgent to restore conf 
deuce, as Mr Lipsky points 
out; and to that objective 
International Monetary 
Fund and other coordinate! 
interventions are fundamen 
tal, while homemade recipe: 
even the best in town, are 
not sufficient alone. 

Luca Paolazzi, 

Via Lomazzo 52 , 

20154 Milan, 

Italy 


Toshiba committed to commercial satellite business 


From Mr Tadayofri Akneda. 

Sir. The article “Good 
image comes unstuck” in 
your special supplement on 
space (November 13) is 
unfair arid misleading 
regarding Toshiba's Involve- 
ment and capabilities in- 
space-related business. Con- 
trary to the article, Toshiba, 
has a long-term strategy for 
proactively seeking com- 
mercial projects, under 
which, last September, it 
became the first Japanese 
company to a agree to invest 
in Alcatel's Skybridge proj- 
ect This global satellite com- 
munications network will 
provide broadband support 
for high-speed Internet and 


multimedia services. 

Other recant moves also 
include an agreement with 
Space Systems/Laral, one of 
the world's leading commer- 
cial producers of satellites, 
which qualified Toshiba to 
manufacture and supply sat- 
ellite solar array panels for a 
period of more than three 
years. This contract, based 
on ou r is years of experience 
as a key supplier of solar 
array panels both at home 
and abroad, reflects our con- 
scious decision for greater 
involvement in the commer- 
cial satellite and components 
business. We also expect this 
involvement to hone our 
competitiveness further. 


allowing us to contribute 
more to Japan’s space pro- 
gramme by reducing overall 
production costs for space 
systems. 

Toshiba has led Japanese 
space development over the 
past 30 years, as a leading 
supplier and integrator of a 
comprehensive range of sat- 
ellite systems, key sub- 
systems, and components. 
Among them are attitude 
control sub-systems, anten- 
nas. mechatronics, position 
control systems, remote 
manipulator systems and 
solar array panels. This 
broad-based business Is sup- 
ported by strategic invest- 
ments inR&D, engineering 



expertise and 
it Is natural 1 
should extent 
operations fin 
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satellite business. Our par- 
ticipation in the Skybridge 
project and the contract witfc 
Space Systems/Loral under- 
lines our commitment to a 
long-term expansion, 

Tadayohi Akaeda, 
general manager 
space programmes division, 
l-l-I, Shibaura, 

Mtsato-ku, 

Tokyo 105. 

Japan 
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As successive collapses and 
scandals engulf the Japanese 
financial system it looks 
increasingly as though the 
external audit function, like so 
much else in Japanese business, 
is largely ceremonial No matter 
that the big international 
accounting firms lend their 
name and imprimatur to the 
accounts of many leading finan- 
cial institutions. There must be 
a growing suspicion that such 
international branding is a 
sham - a form of franchising 
without quality control. 

Of course, the primary 
responsibility for the prepara- 
tion of true and fair accounts 
lies with managements. Annual 
accounts in Japan are prepared 
in accordance with Japanese 
law and accountancy rules, 
which are not among the most 
rigorous. No audit is proof 
against determined fraudsters. 
Yet the auditors still offer Mg 
hostages to fortune. “We con- 
ducted our audits of these state- 
ments.’* reads the audit report 
on a loaning securities house, 
“in accordance with generally 
accepted auditing standards in 
the United States . . * 

Auditors, like the Red Queen 
in Alice in Wonderland, have 
been known to plead that the 
words should mean whatever 
they want them to mean. Even 
so. the phraseology here is 
unambiguous. It looks as 
though some international 
accountancy firms are obeying 
another of the Red Queen’s 
injunctions to Alice: (favoura- 
ble) verdict before evidence. 

Until recently the reputations 
of the big international firms 
enjoyed some protection from 
audit liability thanks to a Japa- 
nese corporate culture that 


imposed 6trong n on-contractual 
bands of loyalty and integrity 
inside and outside the company. 
These operated as an informal 
but effective substitute for 
financial control In the bubble 
economy of the 1980s the logic 
of this system of implicit con- 
tracting went haywire, with 
securities firms imprudently 
and illegally guaranteeing cli- 
ents against loss. i 

This was the case at Yamaichi 
Securities, where liabilities 
were shuffled off the balance 
sheet and concealed. The Japa- 
nese sense of corporate loyalty 
seems to have been diverted 
into protecting the institution 
from external scrutiny. More 
generally, bad accountancy has 
exacerbated the banking crisis. 

The international accoun- 
tancy firms will no doubt plead 
that any negligence in Japan is 
the fault of their local affiliates. 
Given that these affiliates hold 
themselves out as being part of 
the big firms' intomaHnnai net- 
works, this will not wash. Nor 
can the big firms that sign audit 
reports undo- their own names 
in Japan escape the suspicion of 
double standards in auditing. 

The lesson for the Japanese is 
that better accountancy, 
tougher auditing standards and 
improved corporate governance 
are an urgent priority in a more 
market-oriented environment. 
Meantime competition watch- 
dogs and clients of the big inter- 
national firms should look with 
the greatest suspicion on the 
mergers currently being pro- 
posed in the interests of provid- 
ing a better global service. The 
loose federal structure of most 
of the international networks 
may preclude better service in 
auditing - witness Japan. 


A new Congo 


What could prove to be the first 
step in the most exciting recov- 
ery programme in Africa gets 
under way in Brussels next 
week. The World Bank is chair- 
ing a meeting of donors to dis- 
cuss aid to the Congo, formerly 
Zaire. If successful, the fortunes 
of central Africa could be trans- 
formed. If it Tails, the repercus- 
sions would go well beyond the 
country’s borders. 

There can be few tasks as for- 
midable. Plundered in the days 
of Belgian colonialism, riven by 
civil war and then plundered 
again by President Mobutu and 
his cronies, the country has col- 
lapsed. Education and health 
services have broken down, 
most of the roads are impass- 
able, corruption is endemic, and 
external debt has reached $14hn 
(£&20bn). 

Yet unlike many African 
countries, it has the resources 
on which to build a recovery, 
and attract essential foreign 
investment It offers fertile land, 
an abundance of hydroelectric 
power and, above all. copper, 
cobalt, and diamond reserves 
which have already attracted 
scores of mining companies. 
Properly managed, these assets 
could help revive a country the 
size of western Europe. 


What the Brussels conference 
must produce is a blueprint for 
reconstruction which harnesses 
the resources of the private sec- 
tor. The mining industry offers 
the chance of a development 
partnership which would be 
unique in Africa. Successful bid- 
ders for concessions should play 
a role in providing the basic ser- 
vices - clinics, schools, roads 
and housing - in the areas in 
which they operate. That is one 
important way to rebuild the 
shattered infrastructure. 

Bat one issue threatens to 
hold up progress: the fate of 
more than 200,000 Hutu refugees 
from Rwanda. There are 
well-grounded suspicions that 
the refugees were either starved 
or slaughtered by Rwandan 
troops who supported Laurent 
Kabila, Congo’s new leader, in 
the overthrow of Mobutu. 

A UN team is at last seeking 
to carry out an investigation of 
wbat happened. So far, Mr 
Kabila has dragged bis feet If 
he wants to win the support he 
needs in Brussels, he must pro- 
vide all possible assistance. A 
stable and prosperous Congo 
must be founded on the basis of 
good governance and respect for 
human rights. Aid alone is not 
enough. 


Buying British 


"It worries me as a proud 
Englishman," said Peter Birch, 
chief executive of Abbey 
National, last week. He was 
talking about the prospect of 
foreign banks buying up British 
ones. Meanwhile, Rolls-Royce, 
the last bastion of British car- 
building. is on the brink of 
being sold to a foreign company. 
Is Great Britain PLC up for 
sale? If so. should we care? 

British companies have cer- 
tainly been prone to foreign 
takeover. Most loading British 
investment banks, for example, 
have now been sold. And this 
trend will continue. Economic 
and monetary union will 
expand the potential for EU 
cross-border mergers and take- 
overs. Britain, with one of 
Europe's most open acquisitions 
markets, will be a prime target 
But should the British govern- 
ment can: about all this? Yes, 
some cry. for two reasons. First, 
they say. Britain should not let 
i its flagship companies go. But 
this view is intellectually bank- 
rupt. protectionist policy has 
repeatedly failed. Witness, for 
example. France’s attempts to 
kivp Credit Lyonnais afloat 
The second argument is that 
takeovers will make Britain a 
low -skill production centre, as 


research and management func- 
tions move abroad to the parent 
company’s head office. Further- 
more. the argument goes, if the 
parent company starts to get 
into trouble, the UK plant will 
be an easy target for closure. 

But foreign companies do not 
use the UK just as a low-skill 
operating base. In areas where 
the UK has a comparative 
advantage, such as financial 
services and pharmaceuticals, 
companies are attracted by the 
infrastructure and skills base. 
The role for government is to 
ensure that this remains the 
case, by providing a high- 
quality business environment. 

And In all the fuss, it is some- 
times forgotten, that foreigners 
can contribute a lot to the com- 
panies they are taking over. 

New technology is one example. 
Another is management. The 
quality of management in large 
British organisations is, it must 
be said, patchy. If other coun- 
tries have a comparative advan- 
tage in producing managers, 
why not exploit it? 

Britain needs competitive 
companies that can generate 
jobs. It does not really matter 
who owns them. Mr Birch 
should remember th3t pride 
cometh before a ML 




Genes for sale 

Clive Cookson and Daniel Green on the commercial 
exploitation of research into human genetics 


Inside the world’s 
largest gene 
sequencing labora- 
tory. the Sanger 
Centre near Cam- 
bridge in England, 
is a long display screen. It looks 
like the electronic ticker that 
financial institutions use to show 
shar e prices. But instead of num- 
bers, four letters pass across the 
screen in an endless series: 
GTCATGTCTCGTGACA . . . 
These are newly discovered 
human genes, moving across the 
screen as the centre's researchers 
release them on the internet 

Next door, the European Bio- 
informatics Institute is adding 
new DNA sequences (genes or 
parts of them) to its public data- 
base at a rate of one a minute. 

Scientists are discovering 
genetic information at an explo- 
sive pace - and much of the 
economy will be affected by their 
work. From healthcare to insur- 
ance and food, any organisation 
dealing with individuals may 
eventually end up buying prod- 
ucts and services based on 
genetic information. 

For example, employers may be 
tempted to extend health checks 
of prospective employees to 
assess their long-term likelihood 
of illness. Companies making 
food, cleaning materials, clothing 
and furniture might find that 
new ingredients have to be tested 
against genetic profiles to ensure 
there is no allergic reaction. Doc- 
tors may think twice about tak- 
ing on patients whose genes 
show that they are likely to 
require frequent visits. 

Billions of dollars are already 
being invested in the commercial 
exploitation of genetic discov- 
eries. Every large pharmaceutical 
company has transformed its 
research operation to use genes 
in the search for new drugs. A 
large slice of the fast-growing bio- 
technology industry is devoted to 
the area. A few companies 
already have products on the 
market, such as the breast cancer 
tests offered by Myriad and 
Oncormed (see below). 

Most of the trade in genomics 
is still in information rather than 
physical products but it is none 


the less valuable for that. Califor- 
nian company Incyte sold fRVm 
(£36. 60m) worth of genetics infor- 
mation in the first nine months 
of this year, more than double 
the amount a year ago. The main 
purchasers are drugs companies. 

One of Incyte’s partners is 
SmithKline Beecham, the 
Anglo-US pharmaceutical com- 
pany that is embracing the tech- 
nology with particular enthusi- 
asm. “We have made a 
si gnifican t investment in genom- 
ics research and now use this 
technology as an integral compo- 
nent in the development of new 
medicines, diagnostics and vac- 
cines, ” says the company. 

But most potential customers 
of genetics-based products, such 
as healthcare providers and 
insurance companies, are playing 
wait-and-see. The potential pit- 
falls are so great they prefer not 
to think about the full implica- 
tions of one of the most far-reach- 
ing scientific changes of the cen- 
tury. The ethical challenges that 
await them will be considered in 
the final article in this series. 

A more immediate barrier to 
the commercialisation of genetics 
is uncertainty about property 
rights. Genetic property is based 


largely on fa tents, and a typical 
gene research company will 
already have applied for hun- 
dreds of patents. 

There is no consensus, even 
within the scientific community, 
about the right point for genetic 
knowledge to stop being public 
information and become private 
property. How far down str eam in 
the research process should 
patents kick in? 

The furore this question 
aroused in the early 1990s has 
subsided somewhat. Even the 
most enthusiastic patenters now 
accept at least in private, that 
the start of the process - discov- 
ering raw DNA sequences with- 
out knowing their function - is 
not patentable because there is 
no “inventive step". At the other 
extreme, environmental activists 
who cam paign against “private 
ownership of human genes” 
accept the patenting of new prod- 
ucts such as drugs, based on 
genetic discoveries. 

But that still leaves much room 
for disagreement. Mark Levin, 
the chief executive of Millen- 
nium, a leading US gene research 
company, expects public disputes 
about genetic patents to flare up 
again over the next few years. 


“as products come into the clinic 
and patents are issued". 

At least the position of the gov- 
ernment binding agencies that 
support much DNA sequencing - 
notably the US National Insti- 
tutes of Health - has become 
clear. Their first instinct was to 
patent gene sequences in order to 
protect the interests of the tax- 
payers who were paying for the 
work. But the. Wellcome Trust, 
the world's wealthiest research 
charity, has persuaded them 
instead to publish sequences at 
once in the wider public interest. 

John Sulston, director of the 
Wellcome-funded Sanger Centre, 
dismisses the arguments of some 
people in the biotechnology 
industry that patenting amounts 
to publication, because a patent 
has to disclose full details. “The 
problem is that the competitive 
process leading up to patenting is 
very secretive." he says. “People 
in industry are trying to ring- 
fence human genes at the level of 
discovery. Their patent claims 
are like gold miners staking their 
claims at Klondike. Ownership 
should kick in at the level of 
Invention, with new diagnostic 
tools or pharmaceutical prod- 
ucts." 


Clash on cancer patents 


T he tale of two genes 
responsible for Inherited 
breast cancer illustrates 
the scope for clashes over 
patents. The main protagonists 
are two US biotechnology compa- 
nies: Myriad Genetics and 
Oncormed. 

Myriad, working with the Uni- 
versity of Utah, apparently won 
the scientific race to discover the 
first breast cancer gene, BRCA1, 
in 1994. Myriad promptly sought 
a broad patent for diagnostic and 
therapeutic uses of BRCA1 - 
upsetting other scientists who 
had co-operated with the Utah 
group over earlier research. 

The US Patent Office has not 
yet granted Myriad’s BRCA1 
patent However, it has issued 
two more limited patents to 


Oncormed for discoveries related 
to BRCA1 by the company’s 
researchers and by the Univer- 
sity of California. 

The race to the second gene, 
BRCA2, ended in 1995 with wbat 
seemed to outside observers like 
a dead heat between Myriad and 
a team from the UK Cancer 
Research Campaign. Both groups 
filed for patents, and the CRCs 
BRCA2 patent was granted this 
month by the UK Patent Office. 
Now CRC has licensed its discov- 
ery to Oncormed. 

Both Oncormed and Myriad 
already offer commercial testing 
for BRCA1 and 2, and they plan 
to develop an extensive series of 
diagnostic and therapeutic prod- 
ucts based on the two genes. Bat 
the outlook is clouded by the 


unresolved patent position - 
which may not become dear for 
several years, says Guy Heath- 
ers, head of business develop- 
ment at CRC Technology, the UK 
charity's technology transfer 
arm. Last week Oncormed fired 
the first shot in the legal battle, 
filing a patent infringement 
claim against Myriad. 

The status of the BRCA2 
patent is confused further by the 
fact that scientists at the Sanger 
Centre, who are passionately 
opposed to gene patenting, have 
released part of its DNA 
sequence on the internet. The 
Wellcome Trust, which built and 
financed the centre, has cam- 
paigned strongly for immediate 
open access to new genetic 
sequences. 


-OBSERVER- 


Comment on Britain’s 
Green Budget, Page 11 


Keeping it in 
the family 

■ If your country's constitution 
. only allows you two consecutive 
terms as president who better 
than your brother to cany an 
the good work? Argentine 
senator Eduardo Menem has 

- signalled that he’s ready to 
answer the- call of destiny an d 
seek the ruling Peronist party’s 
presidential nomination after 

- Carlos Menem, the president 
stands dawn tn 1993. 

Eduardo wont have St all his 
own way. Eduardo Dnhalde. 
governor of Buenos Aires 
province, is biffing himself as 

the party's “natural candidate”, 
while former pop singer Razndn 
"Palito" Ortega and former 
Formula One driver Caries 
“Lole" Reulemann are also 
revving up on the Peronist 
starting grid. 

The local press is taking the 
uncharitable view that the . 
president is seeking to block 
Duhalde'S path by encouraging 
as many competitors as possible. 
It has also been suggested that 
Eduardo, who's a Menem loyalist 

- solidarity appears to count for 
something m Argentina’s first 
family - could keep the 
president's seat warm until 20 OL 
when Carlos would be 
constitutionally free to came out 
of the pits again. 

. AD of titis presupposes that 


the candidacy is worth figbdng 
for - after the party’s dismal 
.showing in last month’s 
mid-term elections, the Peroaists 
can't assume that their man will 
be first past the chequered flag 
in 3999. - 


Eternal rest 

■ Wbat do Yamaichi Securities 
and Hokkaido Takusboku Bank 
have in common, apart from 
both committing hara-kiri this 
month? Answer they crashed in 
their centenary year. 

. And both have something in 
common with this month's other 
casualty, Sanyo Securities. All 
have offices on the grandly 
named Eital-dori - Eternity 
Avenue - one of the main 
thoroughfares in Tokyo's 
financial district Then- 
neighbours, including Kankaku 
Securities and Kokusal 
-Securities, might want to Xing 
their estate agents: the formerly 
prestigious address is becoming 
known as Tosan-dori, which 
means Bankruptcy Road. 


A soldier's lot 

■ Spanish brasshats got into a 
spot of bother with their 
arithmetic after they discovered 
a surplus of raw recruits for 
national service this year. They 
needed 14&900 temporary 
sqnarebashers ami 165.342 


youngsters were available - a 
surplus of 16.442. 

The defence ministry held a 
lottery, using a bag of numbered 
balls to select a six-digit number, 
which turned out to be Z55.61L 
Recruit number 155,611 duly got 
his marching orders, as did the 
holders of the next 16,441 
numbers (that's L55.6U to 165^42 
then 1 to 6,710). 

But a bunch of 

mathematicians pointed out that 
there was an equal chance of the 
first digit being a one or a zero, 
but a lot fewer recruits had 
numbers above 100,000 than 
below it, so the lottery was 
unfair to numbers one to 99.999. 

The ministry is making 
embarrassed noises, but it’s 
sticking to the result Unwilling 

recruits can lodge appeals, but 
they'll find arithmetic lying in 
ambush again. Military service 
lasts nine mouths, the appeal 
process can last two years. 


Ballot dancers 

■ Hong Kong’s return to the 
motherland has injected some 
drama into the normally 
humdrum, choreographed 
“elections” to China’s National 
People’s Congress. 

One of Beijing's top men in 
Hong Kong wants to combine 
the role with being cue of Hong 
Kong's men in Beijing: Jiang 
Enzbu, head of the local branch 
of the official Xinhua news 


agency, says he'll be seeking one 
of Hong Kong's 36 seats in the 
NPC. Not that he’s ambitious or 
anything: be says he's bowing to 
pressure from friends in the 
territory. 

Democrats in Hong Kong find 
this hard to square with the one 
country, two systems formula 
that underpinned the handover 
or the territory to China, 
promising a high degree of 
autonomy. 

If Jiang’s presence in the 
queue far application forms 
caused a stir, so did the 
appearance of Laurence Leung, 
former head of Hong Kong’s 
immigration department who 
retired abruptly ahead of July’s 
handover in a mysterious 
end-of-emplre affair. A probe by 
the territory’s pre-handover 
legislature revealed government 
concerns over some of Leung’s 
business dealings- If he gets a 
seat on the NPC, he won’t be 
subjected to any more impudent 
intrusions. 


Adlib 

■ Deloitte & Touche has been 
busily denying that it’s cosying 
up to Arthur Andersen, and its 
latest US advertising campaig n 
suggests it isn’t bluffing. While 
other Big Six firms are tied up in 
merger talks, say the ads, D&T 
beancounters will “spend next 
year focusing on your problems, 
not theirs”. That's a promise. 


Whatever the outcome of 
patent wrangles, powerful prod- 
ucts derived from genomic 
research still require willing cus- 
tomers. So far. the reaction on 
the part of the general public to 
such developments appears to 
have been fearful or hostile, 
although groups representing 
people with genetic diseases are 
more enthusiastic. 

Among members of the medical 
professions, the attitude is 
largely sceptical, but the change 
when it comes is likely to be 
rapid, says Jonathan Show- 
stack. a professor of medicine 
and health policy at the Univer- 
sity of California. San Francisco. 
“I don't think individual physi- 
cian s are thinking about it at a 
policy level," be says, “but that’s 
partly because there is very little 
planning about this sort of thing: 
it normally starts with just a few 
clinical champions. 

“If doctors can see they will 
make a lot of money, the' Change 
will be disseminated very 
quickly,” he says, citing the 
example of open heart surgery 
which is most practised in US 
states where it is least regulated. 

And some of those responsible 
for paying for healthcare are 
enthusiastic. George Halvorson, 
the chief executive of the adven- 
turous Minnesota health manage- 
ment company HealthPartners, is 
prepared to introduce genetic 
tests rapidly to try to help people 
avoid, for example, diabetes, as 
soon as they become available. 

The business of exploiting 
genetics discoveries is well under 
way. Some potential customers 
are primed, if not exactly ready, 
for a new generation of products 
and services. 

It is not yet clear whether gen- 
omics will prove to be a Klondike 
or an Eldorado. But even in the 
gold rushes of the 19th century, 
plenty of people made a lot of 
money, and more importantly the 
economy of a frontier land was 
established. 

This is the third m a series on 
human genetics. Earlier articles 
appeared on October 30 and 
November 11 The final article will 
look at ethical and policy issues. 


100 years ago 

Motor Car Insurance 
Never surely was there an 
office with each a variety of 
b usiness and such a brilliant 
taste in colours as the 
National Cycle and Motor Car 
Insurance Company. Joseph's 
coat would not have had a 
chance beside the handful of 
glaring and differently-tinted 
prospectuses which have 
reached us, each setting forth 
the terms of one particular 
branch. With fourteen 
departments to look after, 
exceptional skin in 
management is required, and 
those in charge should see 
that needful caution is used, 
lest there should be a 
practical illustration of the 
telegraphic address, 
"Over-runner. ” 

50 years ago 

New Port For S. Rhodesia 
Hie existence of diplomatic 
negotiations for the 
development of the port of 
Walvis Bay as a new outlet 
for Southern Rhodesian 
produce was announced by 
Sir Godfrey Huggins, Prime 
Minister of Southern 
Rhodesia, speaking in London 
yesterday. The scheme would 
involve the building of a 
railway across Bechuanaland, 
and this required negotiations 
with the British Government 
which is still in direct control 
of the Bechuanaland 

Protectorate. 
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Chubais gets vow of 
support from Yeltsin 


By John ThomhHl In Moscow 

Boris Yeltsin, Russia's pres* 
ident, yesterday vowed he 
would not ■'give up" Anatoly 
Chubais, his badly tarnished 
first deputy prime minister. He 
also threatened to grill the 
government nest week over its 
poor performance. 

In customary style, Mr Yelt- 
sin goaded Mr Chubais in a 
televised meeting In the Krem- 
lin and then praised him for 
his hard work. 

“Calmed down?” Mr Yeltsin 
asked Mr Chubais with a grin. 
“Such is life.” a stony-faced Mr 
Chubais spat out in reply. 

Mr Chubais has come under 
heavy fire in parliament and 
the media for accepting a 
$90,000 advance for an unpub- 
lished book on Russian privati- 
sation. The minister accepted 
that the fee was excessive but 
said be bad hand ed over most 
of the money to a charitable 
fund. He has denied any 
wrongdoing. 

Mr Yeltsin, who removed Mr 
Chubais from his post as 
finance minister last week, 
appeared to endorse this view. 
“This is not illegality. It has 


nothing to do with the crimi- 
nal code. This is a moral- 
ethical problem," he said. 

The president said the young 
reformers were working hard 
to tackle the government's 
problems. “Anatoly Borisovich 
[Chubais] and Boris Yefimov- 
ich [Nemtsov, also a first dep- 
uty prime minister] work 20 
hours a day and leave the gov- 
ernment building after mid- 
night," he said. 

But Mr Yeltsin threatened 
the government with “negative 
consequences" if it did not pay 
off federal wage arrears by the 
end of the year and stressed 
the importance of economic 
growth. 

“In 1998 we must without 
tail become stronger economi- 
cally. Stabilisation is definitely 
beginning but we need to grow 
stronger next year so that we 
can stand firmly on our feet. 
Then we will attract invest- 
ment from other countries,” he 
said. 

The severity of the wage 
arrears problem was high- 
lighted at a conference of 
international trade union lead- 
ers in Moscow yesterday. A 
survey prepared for the confer- 


ence estimated that 40 per cent 
of Russia's workforce had not 
received wages the previous 
month. The total wage arrears 
owed to 20m workers In the 
public and private sectors had 
grown to Rbs54,000bn ($9.1 bn). 

The Russian government is 
struggling to raise enough tax 
revenue to cover its budget 
obligations while its cost of 
borrowing has risen sharply 
because of the turmoil In the 
world's financial markets. 

• Some Moscow newspa- 
pers speculated yesterday that 
Mr Yeltsin may change policy 
this week. Komsomolskaya 
Pravda newspaper predicted 
that Victor Chernomyrdin, 
prime minister, and the speak- 
os of the two houses of parlia- 
ment would urge Mr Yeltsin to 
adopt a “state of economic 
emergency" to tackle the coun- 
try's problems. 

The newspaper forecast 
strong support for proposals to 
give the tax authorities 
e x traordinary powers to raise 
government revenue. Parlia- , 
ment would also agree to 
adopt the budget and a new I 
land code in return for the | 
head of Mr Chubais. 


Owners seek to triple size 
of London office complex 


By Norma Cohen in London 

The owners of the Canary 
Wharf office complex in Lon- 
don's Docklands yesterday 
agreed plans to resume specu- 
lative development on the site 
aimed at tripling the size of 
the complex within the next 
seven years. 

Paul Reichmann . in his first 
interview since leading a syn- 
dicate in buying back from 
receivers the development he 
masterminded a decade ago, 
said work would begin next 
year on a new office building 
with probably around 200,000 
sq ft of space. 

The plans were approved at 
a board meeting in New York 
yesterday of Canary Wharf 
Ltd, Of which Mr Reichmann is 
executive cfr a j n na n- 

The proposed expansion is 
the most ambitious property 
development in the UK since 
the recession of the early 1990s 
which caused the collapse of 


some of the largest groups, 
including Olympia & York, the 
Reichmann family's Toronto- 
based property company. 

It is also a sign of the grow- 
ing strength of the London 
market where there has been 
little speculative building in 
years. Mr Reichmann said the 
decision by Citicorp last year 
to have a new 560,000 sq ft 
headquarters built for it at 
Canary Wharf demonstrated 
the strength of demand for 
prime office space. 

“The resolution we are to 
consider is that Canary Wharf 
should always have a building 
under construction,’' Mr Reich- 
mann said before yesterday's 
board meeting. Canary Wharf 
is more likely to be able to 
attract prime tenants if it can 
show them a nearly completed 
top-quality building which can 
be occupied quickly, he 
explained. 

When a tenant has been 
arranged for the partially com- 


pleted new building, Canary 
Wharf will then begin specula- 
tive development of the next 
property. 

Mr Reichmann, 67, said he 
intended to see the original 
model for Canary Wharf fully 
built before he retired at age 
75. “I would love to see it fin- 
ished under my chairman- 
ship," he said. 

The board is preparing to 
construct its first speculative 
office building dose to the site 
of the new Citicorp headquar- 
ters and near the entrance to a 
new underground railway sta- 
tion. “We have engaged three 
architectural firms to come up 
with ideas about building 
design and about the design of 
the sequence of buildings,” he 
said. 

The board has also approved 
the extension of a retail and 
parking area behind Canary 
Wharf Tower. 

See Lex 


Baltic Sea 
ferries may 
alter route 
to preserve 
duty-free 

By Dm Burt in Stockholm 

Aland, an archipelago in the 
Baltic Sea, is to become an 
unlikely battleground in Euro- 
pean terry operators’ campaign 
to preserve lucrative sales of 
duty-free goods on trips within 
the European Union. 

Two of Europe's largest ferry 
operators - Stija Lines and 
Viking Line of Finland - are 
p lanning to exploit the tax-free 
status of the 6^00- island archi- 
pelago by re-routing their Bal- 
tic Sea femes via Aland. 

EU ministers agreed in 1992 
to abolish duty-free sales 
within the 15-country single 
market from mid-1999. But a 
powerful lobby of airports, air- 
lines, ports and ferry operators 
is campaigning to reverse the 
decision. 

The Aland archipelago, 
although technically Finnish 
territory, was granted special 
tax status within the EU when 
Finland joined In 1995. 

By calling at Marieham, the 
capital of Aland, Stija and 
Viking could preserve tax-free 
sales on services within the 
EU. 

Industry analysts said the 
plan could prompt other ferny 
operators to examine similar 
loopholes, such as stopovers in 
the Channel Islands on the 
so-called “long sea" routes 
between Britain and France. 

The Aland move by Stija and 
Viking - which together carry 
2.5m passengers a year 
between Stockholm and Hel- 
sinki - marks the latest stage 
of a determined campaign by 
ferry operators to preserve 
duty-free trade, which the 
European Commission consid- 
ers an anomaly. 

Finnish ferry operators 
enjoyed total revenues of 
Fm4.7bn ($914m) from duty- 
free sales in 1995, the latest 
figure available. 

Stena Line of Sweden, the 
world's largest ferry company, 
rifltms up to 80,000 jobs could 
be lost in Europe with the abo- 
lition of tax-free retailing and 
said it would watch the Finn- 
ish proposals closely. 

Stija, meanwhile, warned it 
would consider re-routing its 
Helsinki-Stockholm service via 
Tallinn, the Estonian capital, 
if the European Commission 
tried to block the Aland plan. 



Anglo to be top gold producer | US warns over Iraqi nerve gas 


Continued from Page 1 

I55p that JCI agreed to pay as 
part of an option scheme in 
July and the 18Qp Anglo paid 
for most of its stake. 

Anglo has also approached 
Minorca, its Luxembourg 
quoted subsidiary, about swap- 
ping its North and South 
American gold interests for 
Anglbgold shares. 


These moves are part of 
sweeping structural changes to 
be implemented by Anglo, fol- 
lowing a strategic review. 

Anglo will own over 40 per 
cent of Anglogold which will 
weld together South Africa's 
Freegold, Vaal Reefs, Western 
Deep Levels. Elandsrand, Ergo. 
Western Areas and Joel gold 
mines with Sadiola in Mali and 
Navachab in Namibia. 


Continued from Page 1 

ways of countering the vast 
US preponderance in conven- 
tional arms. 

Mr Cohen also stressed that 
the showdown with Iraq was 
not over, and the US would 
maintain its show of force in 
the region at least until it 
became clear that Mr Saddam 
was giving UN weapons 


inspectors access to aQ the 
sites they wanted to see. He 
said any use of force against 
Iraq would be “more than a 
pinprick". 

Mr Cohen - added that some 
progress had been made by US 
officials, who are trying to 
persuade Russia to stop mis- 
sile cooperation projects with 
Iran, but “it's an effort we 
have to continue to make". - 


THE LEX COLUMN 


A simplified group structure. Focus. 
Shareholder value. Could this really ' 
be the same Anglo American that 
has exasperated friend and foe alike 
down the years? Gold may have 
bean at the heart of yesterday's 
announcements - and plans to cre- 
ate the world’s largest gold com- 
pany are dramatic by any standards 
- but it is only part of a larger 
story. South Africa’s largest com- 
pany, for so long a plodding, if wor- 
thy, corporate citizen, is starting to 
stir. 

Anglo has, of course, been 
engaged in piece-meal restructuring 
for. years. But yesterday’s 
awrifYnnwariffrit, both in tone and 
detail, clearly takes the process to a 
new level. The strategic review, 
timidly announced a year ago, has 
now gathered a head of steam and 
sacred cows are lining up for the 
slaughter. Partly it reflects the 
h- v-wonging flawirfanp y of 8 younger . 
generation. But the dismal share 
price performance - ♦*>*» shares cur- 
rently stand at a 27 per cent dis- 
count to net asset value - is also a 
big factor. This has to be arrested if 
Anglo is properly to incentrvise and 
retain its ambitious young manag- 
ers. And greater focus and attention 
to shareholder. value are the best 
means of addressing the problem. 

There remain significant practical 
obstacles to a rationalisation of 
interests with offshore associate 
Minorca. But now that the will to 
change is clearly evident, it can 
only be a of hwp hwfnin this 

nettle is also grasped. For long-term 
investors the shares, at a four-year 
low, look excellent value. 

US economy 

Goldilocks has run foul of 
another bear. The Organisation for 
Economic Co-operation and Devel- 
opment is the latest heavyweight 
forecaster to argue that the US 
economy's steady expansion - nei- 
ther too hot nor too cold - cannot 
continue indefinitely. This echoes 
the scepticism expressed by Alan 
Greenspan. Both the Federal 
Reserve chairman and the OECD 
worry that the “new era" of 
unabated growth and quiescent 
inflation hailed by so many econo- 
mists is, in fact, based largely on 
temporary factors, such as the dol- 
lar's strength and lower medical 
insurance costs. 

If this proves correct, continued 
growth in demand will trigger infla- 
tion - though its absolute level and 
volatility should remain low by the 
standards of the 1970b and 1980s. 


iFTSE Eurotop 300 index 
1927.0 {-2.2) 

Anglo American 


Store price re la tive tolha JSE Overall 
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And si gns of excessive demand are 
popping up with alarming fre- 
quency. Yesterday's consumer con- 
fidence and housing sales figures 
were at or near record levels, the 
unemployment rate is down to 4.7 
per cent, and average earnings 
growth has jumped to 4Jt per cent. 

All of this points to the need for 
higher interest rates. While tears of 
Asian turmoil prompting global 
deflatio n are overdone, the expected 
slowdown in world growth should 
provide the Fed with leeway to hold 
off on an early move. Judging by 
the flatness of the Treasury yield 
curve between 80 years and two 
years, investors are not expecting a 
ti ghtening anytime soon. That sug- 
gests both bonds, and. by implica- 
tion, the stock market, could be 
i-qn ght off guard. 


UK taxation 

Out goes advance corporation tax; 
in comes advanced corporation tax. 
The finance minis ter's brand new 
corporate taxation system - with a 
lower mainstream corporation tax 
fate and the abolition of the night- 
marishly complex ACT regime on 
dividends - actually raises cash for 
the Treasury in the short run 
because companies will pay their 
corporation tax bills earlier. But 
never mind. Although companies 
will lose about £2bn a year for the 
first four years of the new regime, 
they will gain about £2bn a year 
from 2003. On a net present value 
basis, the corporate sector is clearly 
substantially better off. 

More to the paint, the hew sim- 
pler tax system should give com- 
panies an incentive to act more 
rationally. No longer will ACT pre- 
vent companies from putting in 
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stream from which to pay divi- 
dends. Quite the reverse: 
and disposals, which are Mmetimea 
unattractive because of ACT. win 
now be more appealing. BAT. .in * 
sense, has jumped the gmg 
demerging its tobacco and financial 

services businesses; the comblua- 

Kmonly ever made sense as a way 
of avoiding surplus ACT Wnentt. 
Given the restructuring potcnUal of 
Britain pic. it Is not surprising the 
corporate financiers are rubbing 
their hands. 

Canary Wharf 

Paul Reichmann of Canary Wharf 
is not just betting the bank that 
London remains Europe's leading 
financial centre. More specifically, 
with plans to treble the size of his 
office complex in seven years, he is | 
doubling up on his 1980s gamble 
that it will be Docklands that bene- 
fits most from a booming commer- 
cial sector. , • 

If Mr Reichmann was ahead of ms 

time a decade ago, some trends 
have now moved in his favour. As 
international banks have built up 
their presence in the capital, short- 
ages of top quality office space have 
pushed up Cits' prices to £50 per 
square foot, compared with £25 in 
the docklands. Shortages of new 
office space are severe and the City 
cannot physically expand In any 
other direction. TO the north is too 
residential, to the west too con- 
gested and to south of the river 
unthinkable because of anti-office 
local councils. Although there is a 
substantial overhang of approved 
planning applications In the City, 
only Docklands offers the right 
space for today's football field-size 
trading floors. 

Furthermore, the area is tentalis- 
ingly close to having a real critical 
mass, with bars, restaurants and, 
soon perhaps, even a reliable trans- 
port network. Risks, of course, 
remain. Insecurity in financial mar- 
kets could frighten businesses away 
from new developments. And other 
developers could also swamp the 
market, bringing prices crashing 
down. But a visionary like Mr 
Reichmann should not be deterred. 

See additional Lex comment on the 
National Grid. Page 21 
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FT WEATHER GUIDE 


Europe today 

The Benelux countries and northern 
Germany will have a mixture of 
sunshine and cloud. Southern 
Germany and northern France win 
have showers. 

Showers we also expected in 
eastern Fiance, but southern France 
will be dry with sunny periods. 

There will be thunder and rain over 
the Pyrenees and north-eastern 
Spain. The rest of Spain and 
Portugal wO] be mainly dry and 
sunny. 

Northern Italy will have the 
occasional shower but the south will 
remain sunny. 

Greece, southern Turkey and the 

western Balkans will also be sunny. 
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Board moves at 
Dresdner Bank 

Germany's Dresdner Bank has taken the 
unusual step of releasing Hansgearg Ho fmann. 
head of its investment hanking operations, from 
main hoard duties to speed up the integration 
and expansion of the business. The non- 
executive supervisory board also sprung a 
surprise by deciding not to appoint two new 
members to the management board. Page 18 

Saudis want to ruse Opec output 

Oil prices fell yesterday 

as Saudi Arabia hinted 
again that it wants to 
see a rise in the produc- 
tion celling of the 
Organisation of Petro- 
leum Exporting Coun- 
tries. All Nairn! Cleft), 
Saudi Arabia's oil min. 
ister, said he was confi- 
dent world oil markets 
could absorb Opec out- 
put of more than 27m 

barrels a day. given the growth in worldwide 
petroleum demand. Opec*s winter meeting 
begins today in Jakarta, Indonesia. Page 24 

Reynolds plans change of direction 

After nearly 70 years during which it has devel- 
oped into the most vertically integrated of the 
North American al uminium groups, Reynolds 
Metals is planning an abrupt change of direction 
that may include the sale of its consumer prod- 
ucts and packaging businesses. Page 19 

Egypt ia n gas deal wfth Turkey at risk 

Gas producers fear a deal to export lobn cubic 
feet of Egyptian liquefied natural gas a year to 
Turkey could be jeopardised if Egypt prolongs 
pricing negotiations. Page 24 
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Gucci plans share buy-back 
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By Alice Rawsthom in London 

Gucci, .the Italian fashion 
group recently beset by bid 
speculation, plans to buy back 
up to 5 per cent of its shares 
and to acquire Severln 
Montres, the Swiss manufac- 
turer of Its watches, for 8150m 
in cash. 

“We have always said Gucd 
is an excellent investment at 
current prices and, as the 
Americans say, we are putting 
our money where our month 
is," said Domenico de Sole, 
president and chief executive. 

Analysts interpreted the 
buy-back proposals, which 
enable Gucd to acquire up to 
3m of shares, currently valued 
at about 8120m, partly as a 


Fashion group to acquire watchmaker 


defensive move. Gucd has 
beea mooted as a takeover tar- 
get for a larger luxury goods 
group such as LVMH of France 
or VendAme of Switzerland. 

"A share buy-back is always 
positive for a company, but 
there are clearly defensive 
reasons for this one," said Ced- 
ric Magnolia, sector analyst at 
Credit Suisse First Boston. 

Gucd, which has become 
one of the hottest fashion 
labels of the 1990s under Tom 
Ford, its Texan chief designer, 
went public in 1995 and saw its 
shares peak at $77.50 a year 
ago. The shares fell to a low of 


$31.69 earlier this month, fol- 
lowing a profits warning and 
the failure of the board's 
attempt to limit the voting 
rights of Individual sharehold- 
ers to 20 per cent, after opposi- 
tion by institutional investors. 

By the end of last week, the 
shares had rallied to $43.50. 
amid rumours of aggressive 
busring by LVMH or another 
prospective predator. Despite 
the high share turnover, Mr De 
Sole said there was no evi- 
dence of strategic buying. 

The buy-back will be funded 
from cashflow. Gucci has 
roughly $2D0m of net cash. 


some $i50m of which will be 
spent on the Severln deal. 

Severin has been making 
watches exclusively for Gucd 
under licence for 23 years. 
Gucd took advantage of the 
end of its licensing agreement 
in June 1999 to agree terms to 
buy the business. 

"This acquisition fits per- 
fectly into our philosophy of 
consolidating our strategic 
control of the Gucd brand." 
said Mr De Sole. 

Severin made operating prof- 
its of $42. 8m - after paying 
royalties of 8243m to Gucci - 
on net revenues of $188 .2m in 


1996. After the deal's comple- 
tion, Severin Wunderman win 
step down as chairman to be 
replaced by Dominique Van- 
anty. now responsible for 
Swiss operations. 

On Thursday next week. 
Gucci will publish its third- 
quarter results. Mr De Sole, 
who recently warned investors 
profits growth would be less 
than expected this year 
because of a slowdown in Asia, 
said yesterday that sales had 
weakened in Hawaii and Hong 
Kong, two substantial duty- 
free markets, but that third- 
quarter results should be in 
line with expectations. Gucci's 
shares were down $V> at $40 at 
lunchtime in New York yester- 
day. 


Deutsche Telekom to split 
cable TV from telephony 


By Frederick StOdemann 
in Betfin and Emma Tucker 
in Brussels 

Deutsche Telekom yesterday 
bowed to pressure from the 
European Commission and 
said it would separate its 
cable television network from 
Its core telephony business. 

The move, which had been 
rumoured, is aimed at queu- 
ing con cons raised by Karel 
Van Mlert, competition com- 
missioner, about Deutsche 
Telekom’s dominance of the 
lines which carry telephone 
and multimedia services to 
German households. 

The company, which was 
partially privatised last year, 
will transfer its cable business 
to new subsidiaries - possibly 
organised along regional 
lines. "Strategic partners" 
may be offered the chance to 
take equity stakes in these 
ventures. The new arrange- 


ments are designed to sepa- 
rate Deutsche Telekom’s cable 
and core telephony activities, 
increase transparency and 
hi g hli g ht any cross-subsidies. 

The cable business, which is 
making undisclosed losses, 
delivers television pro- 
grammes to most German 
households, but wiD in future 
also be able to carry voice 
traffic and online services. 

The Commission said it bad 
been told of the decision, but 
could not yet say whether it 
was sufficient to allay all its 
competition concerns. 

Brussels is updating exist- 
ing EU legislation covering 
the cable sector, with revi- 
sions designed to take into 
account the increasing 
involvement in cable by tele- 
coms companies. 

Around 45 per cent, or 17m, 
of Germany’s 37m households 
are cable customers, and some 
6m are direct customers of 



Deutsche Telekom. But the 
company's position in the 
market is bigger as it owns 
and operates the backbone of 
the network, while indepen- 
dent cable companies typically 
cover the “last mile” leading 
directly into households. 

Cable also plays a key role 
in the emerging digital televi- 
sion market Earlier this year, 
Deutsche Telekom reached an 
agreement with CLT-Ufa and 
Kirch - two commercial 
broadcasting groups who are 
launching a digital pay-TV 
network - to establish infra- 
structure for the distribution 
Of digital progr amming . 

That venture must still be 
approved by Mr Van Miert, 
who has been sceptical about 
Deutsche Telekom's role In 
the in frastru c tur e project and 
more generally about its posi- 
tion in the cable business. 


Italian venture. Page 18 Bowing to pressure: Deutsche Telekom chairman Ron Sommer 


EMI eyes Boosey & Hawkes and Waterstones 


By ABoa Rawsthom in London 

EMI Group of the UK, one of the 
world's largest music companies, is 
interested In acquiring Boosey & 
Hawkes, the classical music publisher 
and musical instrument manufacturer, 
and Waterstones, the UK bookseller. 

Sir Colin Southgate, chairman, said 
EMI had been trying to begin negotia- 
tions with Carl Fischer, the US music 
publisher which is Boosey’s principal 
investor, since May when it put its 45.3 
per cent stake on the market 

EMI, which already owns the world's 
largest music publishing business, is 


primarily interested in Bocsey's classi- 
cal music publishing interests, which 
include the rights to the works of 
prominent 20th century composers. 

Sir Cohn said the group had not yet 
decided whether to retain the musical 
instruments division if it succeeded in 
buying Boosey. A number of larger 
makers of musical instruments are 
understood to be interested. 

EMI would also be keen to add 
Waterstones to Dillons, the bookselling 
chain it acquired two years ago. WJL 
Smith, the UK retail group which owns 
Waterstones, plans to Boat the com- 
pany in the spring. 


Sir Colin said: "If the situation 
changed and Waterstones came up for 
sale, it would be very welcome within 
the EMI Group." He was confident that 
the bookselling chains' combined mar- 
ket share would not be high enough to 
trigger a monopoly investigation. 

EMI yesterday announced a sharp 
decline in profits before tax and excep- 
tional items to £75.6m ($ 127.8m) for the 
six months to September 30, from 
£U2£m in the same period last year. 
Turnover slipped to £1.4bn from 
£L48hn between the two first halves, 
and operating profits to £100.4m from 
£119.8m 


EMTs shares, worth 738p in August 
1996 after its demerger from the Thorn 
rentals group, fell by 25p to 465p on the 
announcement before closing at 47Qp. 

The group’s performance was 
affected by an increase in debt to 
finance a share buy-back scheme and 
by the strong pound. It also suffered 
from a sluggish music market. 

Sir Colin did not expect market con- 
ditions to improve in the second half or 
for in the rest of 1998. 

The group, which recently 
announced 200 job losses at its US 
record labels, is now reviewing its 
operations in other countries. 


Billiton 
warns over 
earnings as 
operating 
profits fall 

By David Blackwell 

Billiton, the international 
mining group spun off by Gen- 
cor of South Africa this sum- 
mer, warned yesterday that 
the turmoil in financial mar- 
kets could hit earnings. 

At the same time the group 
reported a fall in operating 
profits from US*667m to $628m 
on sales only slightly ahead at 
$52bn in the year to June 30. 

Brian Gilbertson, chairman, 
said in a statement after the 
markets closed that the 
upheavals “might have a mate- 
rial negative impact on signifi- 
cant economies, particularly 
Japan and south-east Asia". 

These are important markets 
for Billiton, which has already 
seen big falls in the spot prices 
of coal, nickel and ferro-alloys. 

Earnings would not escape 
the impact if the turmoil con- 
tinued, the group warned. "We 
take comfort from the fact that 
our businesses are generally at 
the low end of the production 
cost spectrum and soundly 
financed." 

Billiton raised £825m 
($1.3bn) from the summer flo- 
tation in both Johannesburg 
and London, where it immedi- 
ately entered the FTSE 100. 
The shares were listed in Lon- 
don at 220p in July - towards 
the bottom of the 210p to 240p 
range predicted when the flota- 
tion was first mooted. Yester- 
day the shares closed at Uffl’.sp 
in London, down 7V*p. 

The group said the shares 
had already suffered from the 
fall-out in the financial mar - 
kets. particularly in south-east 
Asia. Mr Gilbertson said the 
shares were offering "sound 
value" at about 170p. as well 
as the prospect of a material 
recovery when normality 
returned. 

Billiton’s aluminium inter- 
ests, which reached full capac- 
ity at Alusaf during the period, 
contributed $193m to operating 
profits. This was a rise of 43 
per cent in spite of a 6 per cent 
decline in aluminium prices to 
an average $1,513 a tonne. 

However, it described as 
“poor" the performance of the 
steel and ferroalloys division, 
where profits fell from $11 lm 
to $19m. Pre-tax profits were 
$943m t$921m). Pro forma earn- 
ings excluding exceptional 
edged up from 19 to 19.6 cents, 
while adding back the excep- 
tional yields pro forma earn- 
ings of 31.5 cents (25.3 cents;. 


Barry Riley 

US institutions search for 
the alternatives 
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If you are 
suspicious of 
the level of 
today’s jittery 
stock markets, 
what is the 
alternative? 
One answer is 
so-called "alter- 
native investing", which in US 
institutional terms covers an 
assortment of venture capital 
and private equity funds, plus 
a ragbag of timber invest- 
ments, oil and gas reserves 
and, to an increasing extent, 
real estate, which is nowadays 
often placed in this category. 

Large US tax-exempt institu- 
tions now have an average 
allocation of 7.6 per cent to 
alternative investments, 
according to a survey by Gold- 
man Sachs and Frank- Russell, 
updating earlier reports in 1992 
and 1995. Bolstered by a period 
of good results, investors are 
now expecting that these spe- 
cialist funds - normally struc- 
tured as limited partnerships - 
will outperform the conven- 
tional US equity market by 7 
per cent a year for the next 
three years. 

The money involved is not 
quite as plentiful as it might 
seem, however. Only 82 per 
cent of the allocation is com- 
mitted, and just 59 per cent of 
that is actually drawn down 
and invested. Frustratingly, 
that leaves investors with 
under half their target expo- 
sure. The problem has got. 
worse this year as managers 
have struggled to invest the 
record sums they have raised. 

Not surprisingly the survey 
has revealed fears that too 
much money chasing a limited 
number of deals will inflate 
prices and threaten future 


re turn s. There are also worries 
about the greed of fund man- 
agers, or "limited partners” as 
they are known in the trade. 

Nevertheless, aggregate com- 
mitments have grown from 
$58bn to $91bn in two years. It 
seems 119 out of 213 tax- 
exempt institutions in the US 
and Canada with assets of over 
$3bn invest in alternatives. 
Only 75 per cent of these 119 
responded to the survey. 

The institutions say they are 
keen to invest in international 


There are fears 
that too much 
money chasing a 
limited number 
of deals will 
inflate prices 


private equity and venture 
capital. What they are actually 
invested in is curiously differ- 
ent Some 53 per cent of com- 
mitments are to leveraged buy- 
out funds, 19 per cent to 
venture capital 26 per cent in 
1992) and only 9 per cent to 
international private equity. 

The eagerness to put money 
into international funds was 
shown by the size of the S2L5bn 
fund recently put together by 
the little-known UK managers 
Doughty Hanson, to finance 
corporate restructuring in con- 
tinental Europe. Quite a lot of 
private equity money has also 
been heading towards Latin 
America recently. 

Venture capital has given 
easily the best net returns 
recently - as much as 32 per 


cent a year, twice as much as 
originally expected - but it 
suffers from the most severe 
constraints, in terms of vol- 
ume and size of deals. Else- 
where, returns have been 18 tD 
20 per cent, in line with expec- 
tations, except that mezzanine 
financing has surprised on the 
upside, despite its lower risk 
characteristics- Overall, some 
83 per cent of participants are 
satisfied with the results. 

But where are the excess 
returns going to come from in 
the future, as record amounts 
of money are raised? In ven- 
ture capital, particularly, 
much depends on the continu- 
ing health of the IPO market. 
In LB Os and other forms of 
private equity the question is 
whether the high r e t u rns are 
being earned at the expense of 
normal equity investors, 
through the underpricing of 
deals (or the overpricing of 
exit flotations). This may 
become a hotter question if the 
stock market as a whole comes 

off the boiL Of course, to some 
extent the extra returns reflect 
the sacrifice of short-term 
liquidity. 

According to Russell's Paul 
Kaltinick, 1998 promises to be 
at least as active as 1997 in 
alternative investing; interna- 
tional funds represent the 
growth sector, and there is ris- 
ing interest generally among 
smaller investment institu- 
tions under $3bn. 

But the challenge for the 
limited partners may be to 
keep performing in a finan- 
cially unsettled environment. 
At least current uncertainty 
will make it less likely - cer- 
tainly in the emerging markets 
- that deal prices will run 
away from them. 
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COMPANIES AND FINANCE: EUROPE 


Paribas seeks full control of units 


By Andrew Jack 
in Paris 

Paribas yesterday 
announced a bid valued at 
about FFr25bn ($4.3bn) to 
take full control of Compag- 
nie Bancaire and Cetelem, 
its partially-owned subsid- 
iaries. 

The French banking group 
intends to restructure the 
parent company to create a 
single financial services 
entity. 

Compaglne Bancaire 
shareholders will get three 
Paribas shares and FFr500 In 
cash for every two shares, 
while investors in Cetelem 


will receive six Paribas 
shares and FFr1,250 cash for 
every five shares. 

The move follows 
long-standing speculation 
about a takeover of Compag- 
nie Bancaire, a specialist 
financial services business 
in which Paribas lifted its 
stake to 50.2 per cent earlier 
this year. 

It also comes at a time of 
intense debate over how 
French companies might 
reinforce their financial 
strength to defend them- 
selves against the growing 
prospect of takeover bids by 
foreign groups. 

The acquisitions would 


allow Paribas for the first 
time to integrate fully the 
two subsidiaries in its 
accounts, create combined 
management teams and 
reward executives with 
remuneration policies which 
apply elsewhere in the 
group. 

The new Paribas would 
have three divisions: invest- 
ment h anking ; retail finan- 
cial services; and asset man - 
agement, with some 
FFr41 Obn in funds under its 
control 

The plan to obtain full 
ownership and to combine 
its subsidiaries into a single 
entity is partly an attempt to 


counter perceptions by 
investors that Paribas is a 
financial holding company 
rather than an integrated 
banking group. 

It follows the group’s deci- 
sion to shed its retail bank- 
ing activities, with the sale 
of Credit du Nord and Pari- 
bas Belgique earlier this 
year, to refocus its activities 
and to restructure. 

Executives are believed to 
have considered that the 
acquisition of a US bank was 
too costly, and resolved 
instead to concentrate their 
efforts on reinforcing Pari- 
bas' European base. 

Compagnle Bancaire, 


which offers specialist finan- 
cial services, was created in 
1959 by Jacques de Fouchier. 
the hankwr who was presi- 
dent of Paribas between 1969 
and 1978 and again in 1981 
and 1982. 

It reported profits of 
FFr956m for the first half 
this year, after heavy provi- 
sions pushed it into losses of 
FFri.2bn for the 1936 full 
year. 

In June, the company 
launched its own FFr3bn 
buy-out of minority share- 
holders in two other subsid- 
iaries, the life assurance and 
investment business Cardiff 
in which it had held 60.2 per 


cent, and the small business 
lender UFB Locabail, in 
which it had 7L8 per cent 

Cetelem. in which. Com- 
pagnie Bancaire owns 68.7 
per emit, specialises in con- 
sumer finance. It reported 
net profits of FFr620m for 
the first half of . this year, 
against FFrl^bn far all of 
1996. 

The planned buy-outs by 
Paribas come at a time of 
upheaval in the French 
financial services sector. 

A series of ownership 
changes are taking, place at 
the insurers AGF, Athfina 
and GAN, and further shake- 
ups are likely in banking; 


Rome may 
ask EU to 
ease rules 
on Alitalia 

By James Blitz in Rome 

The Italian government is 
considering asking the 
European Commission to 
drop some of the restrictions 
placed this year on the 
restructuring of Alitalia, the 
troubled state-owned air- 
line. 

Amid strong indications 
that the government will 
today announce plans to sell 
at least one-third of its stake 
in the airline next year, Ital- 
ian officials are considering 
asking the commission to 
reconsider the conditions set 
in July. 

The commission imposed 
sanctions on Alitalia as part 
of a deal under which Iri, 
the state holding company, 
was allowed to inject about 
L2,750bn ($1.62 bn) into the 
airline as part of a broad 
restructuring. 

In recent months. Iri, 
which owns about 86 per 
cent of Alitalia, has handed 
over about L2,000bn of the 
Brussels-approved cash to 
the airline. 

But officials at the state 
holding company snggest 
that private sector interest 
in buying a stake is now so 
great that the final L750bn 
could be obtained by selling 
shares directly to strategic 
partners. 

Italian officials seemed in 
little donbt- last night that 
Iri would - decide to cut its 
stake to 60 per cent, 
although a redaction to as 
little as 51 per cent has not 
been excluded. 

Among the conditions 
imposed on the airline Is an 
agreement from the Italian 
authorities to give no 
preference to the airline 
over other European 
carriers in the allocation of 
traffic rights, take-off and 
landing slots, ground 
handling services and access 
to airport infrastruc- 
tures. 

Government officials 
suggested yesterday that 
limits had also been 
imposed on how quickly the 
airline could grow. 

Consob, the Italian stock 
market authority, yesterday 
suspended trading in Alit- 
alia shares ahead of an 
announcement on the share 
offer today. 

The boards of both Iri and 
Alitalia are to hold separate 
meetings in Rome, although 
no announcement is 
expected about a strategic 
alliance with a European 
partner. 


Winds of change sweep Anglo 

South Africa’s biggest group is moving towards a more transparent structure. 


U nprecedented struc- 
tural and cultural 
changes are sweep- 
ing through Anglo American 
Corporation, South Africa's 
biggest company. 

While Anglo’s formation of 
Anglogold, which is intended 
to become the world's “big- 
gest and best" international 
gold mining group, grabbed 
most of the attention yester- 
day. Julian Ogilvie Thomp- 
son, Anglo chairman, also 
indicated the path all the 
operations would follow. 

He said Anglo would sim- 
plify and clarify its struc- 
ture. It has frequently been 
said that Mr Ogilvie Thomp- 
son is probably the only per- 
son who understands 
Anglo’s present structure, 
which involves associate 
companies linked through 
cross-shareholdings. 

He acknowledged that 
investors wanted groups to 
have core, focused subsid- 
iaries dedicated to a single 
commodity or industry. 
Anglo would create a struc- 
ture that would make clear 
which companies would do 
what. Business would no 
longer be carried out jointly 
by a number of Anglo com- 
panies, but by the appropri- 
ate dedicated unit 
The group's various hold- 
ings in the big operating 
companies would be concen- 
trated in Anglo American, 
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Golden boys Bobby Godsell (left) and Anglo chairman Julian Ogilvie Thompson 



rather than spread among 
various associates. 

This did not mean that De 
Beers, Anglo’s sister com- 
pany and already the 
focused diamond business 
within the group, would give 
up its shares in Anglo or its 
associates. 

These investments would 
continue to give strength to 
De Beers' balance sheet so it 


had financial muscle to bor- 
row during cyclical down- 
turns In the diamond 
market. 

Anglo already has a 
focused platinum company 
in Amplats (soon to be 46 per 
emit owned by Anglo) and a 
coal company in Amcoal (a 
52 per cent subsidiary). 

Mr Ogilvie Thompson said 
the Amic subsidiary had 


already gone a long way 
towards becoming a focused 
industrial company. How- 
ever, mare rationalisation of 
Anglo's and De Beers’ indus- 
trial holdings was under con- 
sideration, as was the future 
of Minorca the Luxembourg- 
quoted company responsible 
far most af the group’s non- 
African operations. 

In the past, new business 


opportunities were mainly 
shared between Anglo, De 
Beers and E. Oppenheimer, 
owned by Anglo's founding 
family. 

Both De Beers and Oppen- 
heimer had agreed to .give up 
their rights to participate in. 
new Anglo business. The 
effect was that new business 
would be conducted by 
Anglo or its dedicated oper- 
ating companies. 

R elationships with the 
operating companies 
are also subject to 
upheaval Bobby Godsell, 
chief executive of the new 
Anglogold group, said it 
would be Independent of 
Anglo, which holds more 
than 40 pm* cent. 

At present most of the 
senior managers of the gold 
companies are employed by 
Angla which hires them out 
under management con- 
tracts with the mines. These 
contracts are to be ended 
and Anglogold managers 
will be paid exclusively by 
that company. Anglogold 
will also have a majority of 
directors independent of 
Anglo. 

Mr Godsell said: *T am con- 
fident vre win besaffing our 
own ship.” 

Kenneth Gooding 
and Mark Asburst 


Surprise board moves 
at Dresdner Bank 


By Andrew Fisher In Frankfurt 

Dresdner Bank yesterday took the 
unusual step of releasing Hansgeoig 
Hofmann, head of investment bank- 
ing operations, from main board 
duties to speed up the integration 
and expansion of the business. 

But the non-executive supervisory 
board also sprung a surprise by 
deciding not to appoint two new 
members to the management board. 
Bemd Fahrholz, 50, co-head of global 
finance, and Siegbert Schneider, 58, 
personnel director, bad been expec- 
ted to join the main board. 

The confusion over the expected 
appointments highlights the man- 
agement disruption at the bank. 
Analysts said Mr Fahrholz could join 
the board later, while Mr Schneider 
is understood not to have wanted to 
take on the full range of board 
responsibilities after a long career at 
the bank. 

Dresdner has been plagued by 
board problems in recent months. 
JUrgen Sarrazin will retire as chair- 
man in May, earlier than expected. 


largely because of dissatisfaction 
with the bank's image. Wolfgang 
Roller resigned as head of the super- 
visory board in September over alle- 
gations of tax evasion. 

Dresdner said the decision to allow 
Mr Hofinann. 64, to leave the mein 
board to concentrate on investment 
banking activities was his idea. 

Mr Hofinann is to become execu- 
tive chairman of Dresdner Klein wort 
Benson, the London-based invest- 
ment banking unit Gerd Hflusler, 
who is also responsible for Dresd- 
ner’s Asian activities, will be deputy 

rhairman. 

Two other Dresdner directors - 
Bernhard Walter and Ernst-Moritz 
Lipp - will join them on a new 
investment banking management 
board. Mr Walter will become chair- 
man of Dresdner when Mr Sanazin 
steps down. 

Dresdner is keen to improve the 
integration of its investment bank- 
ing business — stemming from the 
1995 purchase of Kieinwort Benson 
of the UK - at a time of increased 
corporate restructuring in Europe. 


PepsiCo to delist 
Polish snacks unit 


By Christopher Bobinski hi Warsaw 

PepsiCo, the international food and 
soft drinks group, is seeking to delist 
Wedel, its Polish chocolate and 
snacks subsidiary, in a a setback for 
the Warsaw Stock Exchange. 

It plans to spend jilOOm buying 
back the 29 £ per cent erf the Wedel 
equity not held by PepsiCo. The offer 
price: of 200 zlotys each for the L8m 
shares represents a 25 per cent pre- 
mium on the company’s share price 
at the end of last week and values 
Wedel at $350m. 

The WSE is capitalised at $Ubn. 

“We anticipate major long-term 
investments in Wedel and thus we 
want to give small Investors a 
chance to sell their stakes now,” 
said Peter Robinson, president of 
PepsiCo’s snacks group for Europe, 
the Middle East and Africa, yester- 
day. 

The announcement, late on 
Monday, was preceded by heavy 
trading in Wedel shares, which 
drove their price up 10 per cent to 
176 zlotys. 


Poland's securities commission 
immediately launched an investiga- 
tion Into possible insider dealing. 
“We are very pleased by the speed 
with which the [commission 1 has 
moved on this and we intend to fully 
co-operate with the investigation.'’ 
Mr Robinson said. 

PepsiCo's decision to delist the 
shares reflects a desire for mare pri- 
vacy In its financial affair s - a lux- 
ury enjoyed by rivals such as Nestlfe, 
Cadbury's and United - in what has 
become a fiercely competitive seg- 
ment of Poland's food market Under 
Poland's stock market rules. Wedel 
has been obliged to file financial 
reports every month. 

The Polish treasury bolds an 8.5 
per cent stake in Wedel, giving it the 
chance to gain about $29m if it 
decides to sell at the offer price. This 
year the company is expecting to see 
net profits of 45m zlotys ($l2.8m), 20 
per cent up on last year. 

PepsiCo bought into Wedel in 1991, 
paying $25m for a 40 per cent stake 
in one of Poland's best-known 
brands. 
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Telecoms giants 
in Enel alliance 
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CARMAKERS 


VW poised to move production 

Volkswagen, the German carmaker. Is expected to decide 
P^Smove more of its car produrttonto 
Spain to free rapacity in Germany. The cotnpani a^o sa^ 
yesterday it would wait until next year to set a date for 
its postponed DMSbn (H61bn) capital increase. 

VW. which faced embarrassment last month when rt 
was forced to postpone its contentious 
after a sharp fell in its share price. Is experiencing a 
shortage of rapacity in Germany to build its new Golf ^rar. 
It said yesterday the supervisory board, meetly for the 
last time this year, would decide on the group s long-term 
production plans. According to agency reports yesterday. 
Robert BOchelhofter. board member, said VW was plan- 
Bing to invest more than DMlOQm to expand production or 
the Polo and was considering transfering the entire pro- 
duction of the model to Spain. The carmaker's works 
council was also quoted as saying that production Ui Ger- 
many of cars from the Seat subsidiary would soon be 
moved to Spain if the supervisory board gave the 
go-ahes.cL Graham Bowtey. Frankfurt 

ISRAEL 


FDRI jumps 21% 


First International Bank of Israel yesterday reported a 21 
per cent rise in net Income for the first nine months of the 
year, with g mw th coming from financing activity and a 
strategy of targeting blue-chip companies. Net income 
rose from Shki4L7m to Shkl7i.8m ($48.6m). and earnings 
from financing ' operations before provision of doubtful 
debts rose 103 par cent to Shk638.6m. The provision of 
doubtful debts, which averages 0.3 per cent of total credit, 
rose 12£ per cent to Shk55-5m. 

Total assets were Shk38-lbn. a rise of 25 per cent over 
the same period last year. Judy Dempsey. Jerusalem 

RETAILING 


Exchange rates help lift Ahold 

Strong sales in the US and favourable exchange rates 
helped Ahold, the Netherlands-based retailer, yesterday 
reported strong growth in profits for the first nine months 
of the year. The company, one of the world's biggest 
retailers, said net profit rose 56.6 per cent to FI 651.5m 
(|333.lm) in the three quarters to October 5. with operat- 
ing profit up 58 per cent at FI l.3bn and sales ahead 43 per 
cent at FI 38bn. 

Third-quarter net profits were FI 209.7m, compared with 
FI 156.4m last time, on sales of FI 12Jbn. against FI 9.3bn. 
Earnings per share for the quarter, adjusted far a 3-for-i 
split, rose 10 cents to 40 cents. 

Problems continued in Asia-Pacific, where third-quarter 
operating losses rose from FI 6.8m to FI 25.6m mainly 
because of start-up costs and sluggish consumer demand. 
However, in the US, operating profit rose 26 per cent to 
FI 1235m, largely because of improved results at the Stop 
& Shop and BI-LO operations. Results in guilders were 
boosted by the higher dollar exchange rate, with currency 
fluctuations generally adding FI 12bn to sales. 

Agencies. Amsterdam 

AUTOMOTIVE PARTS 


Mondo considers new plant sites 

Mondo Machinery Corporation, South Korea's largest 
automotive components manufacturer, is considering 
sites in Poland. Hungary and the Czech Republic for a 
new production plant, Tae-Ho Yoon, international 
operations director, said yesterday. The company plans an 
Initial investment of JlOm for the supply of steering com- 
ponents to General Motors' vehicle operations in Europe. 
Opel, GM7s German subsidiary, is building a car plant in 
Poland which is due to come on stream in 1999. Mondo. 
whose annual sales reach J2bn, is also looking to expand 
its central European manufacturing investment to $50m 
as it develops contracts to supply Korean vehicle manu- 
facturers such as Daewoo and Hyundai. 

Christopher Bobinski. Warsaw 
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COMPANIES AND FINANCE: THE AMERICAS 


Strong US farm sector aids John Deere 


By Nikki Tait In Chicago 

Helped by p. buoyant 
domestic agricultural sector 
and "strong levels” of inter- 
national demand, John 
Deere, the US agricultural 
equipment manufacturer, 
yesterday posted a 17 per 
cent increase - in after- tax 
profits to $9G0m for the year 
to end -October. 

During the final quarter, 
the Illinois-based company 
made after-tax. profits of 
3211.4m, up from 3173.9m in 


the same period a year ear* 
Her, and equivalent to earn- 
ings, per share of B4 cents, 
bgaihst 68, cents previously. 

- The company brushed 
aside recent market tu nnoll : 
in south-east Asia and 
America, saying "current 
overall fundamentals are 
expected to remain favoura- 
ble for farm equipment sales 
in 1998” it pointed out that, 
sales to south-east Aslan 
countries account for only 1 
per cent of total turnover. 
Results from its 40 per coat- 


owned joint venture in Bra- 
zil are not consolidated. 

During the year, Deere's 
total sales rose 14 per cent to 
31?-8bn, up t r a m $U-2bn pre- 
viously. Within this, the 
agricultural equipment busi- 
ness recorded a 16 per cent 
rise In turnover to $7.05tm, 
with operating profits of 

JLOTbn. against $82lm. 

In construction equip- 
ment, sales advanced 18 per 
cent to S236bn, with operat- 
ing profits rising from 3186m 
to $2l6m- 


Strongest growth came in 
Deere's home market, where 
total equipment sales were 
up 16 per cent to $8.02bn. 
Net overseas, sales were 11 
per cent higher at $3.06bn. 
Export sales from the US 
advanced strongly to 
$2.01bn, compared with 
$L58bn in 1995-96. 

Deere said that the strong 
North American farm econ- 
omy - which has, seen his- 
torically high production 
levels and solid prices for 
grains and soyabeans this 


year - had helped sustain 
demand in the company's 
domestic market. 

Overseas, it said there had 
been good demand from for- 
mer Soviet Union republics, 
and "favourable market con- 
ditions in Latin America". 

By contrast, the compa- 
ny's financial services units 
contributed a reduced oper- 
ating profit, down from 
3303m to 3214m. 

Deere said the results on 
the insurance side ; were 
affected by lower investment 


income and lower underwrit- 
ing results. 

The healthcare operations 
made a larger loss at 338.7m. 
compared with 317.5m previ- 
ously, although Deere said 
that this was “as expected” 
and the result of “unusually 
competitive industry condi- 
tions". 

It forecast "substantially 
improved results" for 1997-98 
on the healthcare side, plus 
"reasonable operating 
returns” from the insurance 
business. 


Aluminium group to unwrap new form 


R eynolds Wrap 
kitchen foil will 
truss countless tur- 
keys in households across 
the US tomorrow as the 
nation celebrates Thanks- 
giving. 

But more than turkey 
could be cooking for the pop- 
ular brand, now in its 50th 
year. Reynolds Metals, the 
parent company, might be 
about to give up Its owner- 
ship. 

It might sell the whole of 
its consumer products busi- 
ness - of wbicb Reynolds 
Wrap is an important part - 
as well as its packaging and 
global can business. Alterna- 
tively, the operations might 
be spun off to Reynolds 
shareholders as a combined 
company or two separate 
businesses. 

After nearly 70 years, dur- 
ing which Reynolds Metals 
developed into the most ver- 
tically integrated of the 
North American aluminium 
groups, it plans an abrupt 
change of direction. Like its 
rivals. Al uminum Company 
of America (Alcoa), Alcan of 
Canada and Pechiney of 
France, Reynolds will be 
focusing on those operations 
that It believes to be the 
most promising. 

However, unlike its rivals, 
Reynolds started as a pack- 
aging company, and it will 
be a great wrench if the 
business is sold. Reynolds is 
based in Richmond. Virginia, 
in America’s tobacco coun- 
try, and started in 1919 as 


the US Foil Company, pro- 
viding lead and tin foil for 
cigarette packaging. Later it 
became a big user Of alumin- 
ium. and began producing 
the metal to ensure that it 
had access to an essential 
raw material 

Adding to the piquancy of 
the present situation is the 
fact that Jerry Sheehan, who 
became Reynolds’ chairman 
in October last year, moved 
to Reynolds from the Conti- 
nental Can company and has 
spent most of his time devel- 
oping its rem business. 

"It is very difficult for a 
chief executive to jettison 
the business he came from. 
Perhaps that’s why Reynolds 
is taking longer to do with 
packa g in g what it is expec- 
ted to do," says Tom Van 
Leeuwen, vice-president of 
equities research at Credit 
Suisse First Boston. 

Since the start of this year 
Reynolds has rationalised 
headquarters operations in 
Richmond, shedding 600 of 
its 1,800 corporate, research 
and development and engi- 
neering workers. 

Mr Sheehan says this will 
cut corporate overheads by 
$40m a year. Reynolds will 
save a further 3100m from 
performance improvements 
and 970m-$75m in interest 
payments after using 3900m 
from the sale of assets to cut 
debt. With these sales, Reyn- 
olds withdrew from the can 
sheet and extrusions busi- 
nesses. 

The company is reducing 
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its annual capital expendi- 
ture from an average of 
3400m to less than $30Qm. It 
has also been reorganised 
into six operating units: 
bauxite and al umina; metals 
and carbon products; con- 
struction and distribution; 
transportation; cans; and 
packaging and consumer. 

At ffie annual meeting in 
June, Mr Sheehan argued 
the group's financial perfor- 
mance, including share- 
holder return, had fallen 
behind competitors. "Over 


the years Reynolds has built 
a number of good busi- 
nesses. Moving .forward, 
however, the capital-inten- 
sive nature of many of these 
businesses has become more 
than we can nurture effec- 
tively. We need a more disci- 
plined focus on growth mar- 
kets in which we have a 
strong competitive position." 

Reynolds aims to have a 
core aluminium business 
with four segments: bauxite, 
al umina and primary alu- 
minium; the Reynolds Alu- 


minum Supply Company 
(Rasco), a distribution busi- 
ness with about 3800m in 
revenues; aluminium wheel 
and other transport-related 
al uminium fabricated prod- 
ucts; and construction. 

By the end of this year, or 
soon after, it will have real- 
ised $900m cash from the 
sale of businesses account- 
ing for about 3l-9bn of its 
STbn net sales. 

This will help settle debt 
built up when it modernised 
its rolling mills and expan- 


ded its can business. “Reyn- 
olds hoped to get 80 per cent 
of the benefits with 20 per 
cent or the investment [its 
rivals were making in rolling 
mills] but it didn't work 
out,” says Mr Van Leeuwen. 

Reynolds nearly doubled 
its US can capacity, becom- 
ing one of the world's big- 
gest can producers when it 
acquired Miller Brewing's 
can-making operations in 
1993 and Bev-Pak in 1994. 
Since then it has been 
rationalising, modernising 
and expanding these 
operations. 

A lthough Reynolds 
has said the packag- 
ing and consumer 
products and global can 
businesses may be sold in 
whole or in part to outside 
parties, many analysts sug- 
gest a spin-off to sharehold- 
ers would be preferable. “At 
this juncture in the alumin- 
ium cycle, we believe share- 
holders probably would 
receive the greatest overall 
value through a spin-off of 
the combined entities, leav- 
ing two publicly-traded com- 
panies," says Leanne Baker, 
at Salomon Brothers. 

Dan Roling. at Merrill 
Lynch, agrees. "There are no 
synergies if cans and pack- 
aging are put together. How- 
ever, Mr Sheehan probably 
would prefer to sell them use 
toe cash to repurchase Reyn- 
olds shares.” 

Kenneth Gooding 


AMERICAS NEWS DIGEST 


PacifiCare issues 
earnings warning 

PacifiCare Health Systems said it expected to report 
fourth-quarter earnings "significantly lower” than ana- 
lysts' estimates as a result of higher than expected operat- 
ing losses in Its Utah market. The health maintenance 
organisation company said it expected to earn 30-40 cents 
a share in the quarter, excluding certain charges. Wall 
Street had expected earnings of about 69 cents a share, 
according to First Call. 

Shares in Pa till care’s widely traded B-class shares 
plunged $13 to $52*^ in early Nasdaq trading. The com- 
pany said It planned to sell its Utah operations. 

Reuters. Santa Ana. California 

■ OIL INDUSTRY 


Syncrude to double investment 

Syncrude, the Canadian heavy oil producer, has said it 
would double its planned investment at its Alberta oil 
sands operations to C$6bn OJSS4.2bn). Syncrude, which 
has already begun a C$3bn expansion, said the additional 
investment would enable toe group to produce 480,000 b/d 
of tight synthetic crude by 2007. 

A consortium In which Imperial Oil. Alberta Energy 
and Petro-Canada bold a combined 50 per cent. Syncrude 
produced 198,000 b/d during the first nine mouths this 
year. The initial expansion was designed to increase pro- 
duction to 320,000 b/d. Scott Morrison. Vancouver 

■ INVESTMENT BANKING 


Sachs regrets Skellerup MBO 

Goldman Sachs, the US investment bank, believes It may 
have lost up to NZ$170m (USS106m) by backing the man- 
agement buy-out of Skellerup Holdings, the New Zealand 
manufacturing and retailing group now known as Maine 
Investments. 

Steve Schafran, Goldman Sachs' Singapore managing 
director, told bondholders yesterday that toe investment 
was a bad one that might not be worth anything now. "I 
wish we hadn't done it," he said. Terry HaU. Wellington 

■ ACCOUNTANCY 


Andersen’s revenues advance 19% 

Andersen Worldwide, the umbrella organisation for 
Arthur Andersen, the tax and accountancy practice, as 
well as Andersen Consulting, yesterday announced a 19 
per cent increase in annual revenue. 

The group said income rose from $9.5bn to Sll.3bn in 
the year to August 31. Growth was strongest in the 
Americas, where income surged 20 per cent Robert Graf- 
ton, chief executive of Andersen Worldwide, said it was 
confident of achieving double digit growth in the current 
year. He attributed the gains to the overall strength of the 
economy. Andersen Consulting increased revenue 25 per 
cent to 38.1bn and Arthur Andersen 13 per cent to $5.2bn. 

Christopher Adams. Insurance Correspondent 

Comments and press releases about international 
companies coverage can be sent by e-mail to 
mtematujnaLcompaniesqjLcom 


Digital sells networking 
division in $430m deal 


By Nicholas Denton 
in San Francisco 

Cabletron Systems said 
yesterday it was paying 
$4 30m for a division of Digi- 
tal Equipment Company, in 
the latest example of consoli- 
dation in the networking 
gear industry. 

It will take over a switch 
developed by Digital which, 
by directing data traffic at 
high speeds, allows internet 
service providers to cope 
with an Influx of users and 
the use of the network for 
transmission of audio and 
video material. 

The deal, which helps 
Cabletron compete with 
products from Cisco Systems 
and Bay Networks, shores 
up the company's position in 
the rapidly consolidating 


networking gear sector. 

By selling its network 
products division, Digital 
had withdrawn from a busi- 
ness in which it did not have 
the necessary scale, said 
Robert Palmer, chief execu- 
tive. The company, which 
last month sold facilities 
making its Alpha chip to 
Intel far 3700m. was focusing 
on computer manufacturing. 

Mr Palmer said the dispos- 
als would give Digital the 
financial flexibility to make 
modest acquisitions, allow- 
ing it to to expand its com- 
puter servicing operations 
outside the US. 

Networking gear has this 
year been the most active 
technology sector for merg- 
ers and acquisitions as com- 
panies seek to offer a com- 
plete range of devices, from 


computer modems to the 
routers and switches in the 
core of the network. 

In the two biggest deals 
this year, 3Com acquired US 
Robotics, the modem maker, 
for $6.5bn, while Ascend 
Communications acquired 
Cascade Communications. 
Its fellow networking gear 
maker, for $3.7bn. 

3Com, Ascend, Bay and 
Cabletron are expanding 
largely to compete with 
Cisco, the leading manufac- 
turer of the routers that 
direct network traffic.. 

A new round of deals is 
beginning as telecommunica- 
tions equipment groups, 
alert to toe convergence of 
traditional telephone and 
data networks, acquire 
smaller networking gear 
makers. 


Dow and Cargill in joint 
venture for new resins 


By Nikki Tait 

Cargill, the agriproducts and 
industrial group, is to join 
forces with Dow Chemical to 
develop a new group of poly- 
lactic acid-based resins, 
which it says will be capable 
of competing with estab- 
lished polymers such as 
polyethylene or polystyrene. 

The PLA resins are made 
up of chains of lactic acid, 
produced from agricultural 
products such as com or 
sugar beet. 

Cargill - along with com- 
peting companies in Europe 
and Japan - has been work- 
ing on the development of 
PLA polymers, which have 
the big advantage of biode- 
cradahility. for about 10 
years. 


PLA-based products have 
been viewed as more expen- 
sive to produce than conven- 
tional hydrocarbon-based 
polymers. Yesterday, how- 
ever. Cargill and Dow said 
they were aiming to produce 
in commercial quantities 
within five years and the 
new products would compete 
"on a cost and performance 
basis" once they moved 
Into large-volume produc- 
tion. 

As a first step, the two 
partners will expand an 
existing semi-commercial 
production facility owned by 
Cargill near Minneapolis. 
Annual production capacity 
will be doubled next year to 
16m lb. Large-scale produc- 
tion is forecast to be intro- 
duced by 2001. At that stage. 


the partners said costs could 
be reduced to around 50 
cents a pound. 

The two companies, which 
have already spent the past 
15 months on a joint devel- 
opment programme designed 
to evaluate the potential for 
FLA polymers, said that key 
areas of likely application 
included rigid containers, 
paper and board coatings, 
blown films and fibres. 

Dow and Cargill, which is 
privately owned, declined to 
comment on the scale of the 
investment they were plan- 
ning to make in the 50:50 
joint venture, but said this 
was likely to be "signifi- 
cant”. The venture could 
employ more than 100 people 
■within its first year, the 
companies said. 
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Sector braced for further turbulence as shares in brokers and banks are hit by wave of selling 


Tokyo investors abandon finance stocks 


By Aflchiyo Nakamoto and 
GBIian Tett in Tokyo 


Japan’s brokers and banks 
were yesterday braced for 
further turbulence as their 
shares suffered a wave of 
selling by jittery investors 
seeking to reduce their expo- 
sure to the financial sector. 

“It is as if three atom 
bombs have been dropped at 
once,” said Goro Tatsumi, 

president of Kosei Securities, 

a medium-sized broker in 
Osaka. Yamaichi’s collapse 
is the curtain-raiser to “Big 
Bang”, the deregulation of 
Japan's financial sector, 
which Mr Goro called “a 
war”. 

Those who do not fight 
the war will lose. People talk 
about a soft landing, but 
there Is no such thing.” 

In the market yesterday 
shares in second-tier brokers 
were particularly hard hit, 
falling below the YlOO level 
considered a watershed of 
investor confidence. 

Shares in Taiheiyo Securi- 
ties, in which Yamaichi 
Securities and related com- 
panies hold a combined 
stake of about 38 per cent, 
fell 33 per cent to Y62. Kan- 


kaku Securities, a broker 
affilia ted with Dai-Ichi Kan- 
gyo Bank, fell 25 per cent to 
Y75. Yamatane Securities, 
affiliated with Sakura Rank , 
saw its shares fall IS per 
cent to Y71. Cosmo, Dai-Ichi 
and Tokyo Securities also 
closed below YlOO. 

Taiheiyo Securities put out 
a statement confirming that 
the failure of Yamaichi Secu- 
rities would have no direct 
impact on its businesses. 
“We are not party to Yam- 
aichi 's off-book liabilities. In 
addition, neither this com- 
pany nor affiliates have any 
hidden liabilities whatso-. 
ever, such as bad debts," 
Taiheiyo said. 

The shares of many banks 
also tumbled. The two banks 
closely linked to Yamaichi - 
Fuji and Yasuda Trust - 
each fell by their mavimtira 
daily limi ts, to Y726 and 
Y129 respectively. 

After the market closed 
Standard and Poor's, the rat- 
ing agency, downgraded Yas- 
uda Trust’s debt to junk 
bond status. Yasuda then 
announced that it was rais- 
ing Y50bn of new capital by 
placing shares with the rest 
of the "Fuyo" group. Fuji is 


expected to purchase Y15bn 
of these. 

Shares in Long Term 
Credit Bank dropped 15 per 
cent to Y276. Some analysts 
regard the group as vulnera- 
ble - although government 
officials insist that the 
bank's recent tie-up with 
Swiss Bank Corporation 
should ensure it cannot fail 

Nippon Credit Batik's 
shares plunged Y20 to YlOO. 
Although government offi- 
cials insist the company will 
not fail because of a recent 
recapitalisation - which 
involved Bank of Japan 
money - the company is 
known to have large bad 
debts. 

Shares in Daiwa Bank, 
which Is considered the 
weakest of the remaining big 
commercial banks, dropped 
30 per cent to Y180. 

Regional banks such as 
Bank of Yokohama and 
Ashikaga also plunged and 
there were victims across 
the trust banking sector: 
Mitsui Trust fell 25 per cent 
to Y247 and Toyo Trust, Nip- 
pon Trust and Chuo Trust 
all fell around 10 per cent 

A senior ministry of 
finanrti official insisted that 


these falls were unjustified. 
“There will not be any more 
failures,” he said. The mar* 
kets do not understand what 
good franchises and busi- 
nesses these banks have.” 

One factor driving the 
market is that the latest 
events have left analysts 
unsure how to measure the 
probability of a failure. 

Yamaichi. after all. was 
not technically insolvent, 
and though the government 
had pledged it would always 
protect the top 20 banks, the 
collapse of Hokkaido Taku- 
shoku last week knocked 
confidence in nffirini prom- 
ises. Fuji Bank's refusal to 
bail out its traditional part- 
ner. Yamaichi Securities, 
has also hit confidence In 
the old keiretsu system, 
where stronger banks pro- 
tected weaker partners. 

“The media is full of 
advice on which institutions 
are safe and which are not," 
said one industry analyst. 
“Regardless of the reality of 
their business performance, 
companies that are deemed 
by public opinion to be vul- 
nerable will become the tar- 
get of selling and it will be a 
self-fulfilling prophecy.” 
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A Goes' trader expresses the mood in Tokyo yesterday 


Bad debts drive leading banks into the red 


By Paul Abrahams 
in Tokyo 


More of Japan's leading 
banks posted dismal results 
yesterday. All announced 
lower revenues, operating 
profits and net profits. Three 
- Bank of Tokyo Mitsubishi, 
the world's largest bank. 
Yasuda Trust, the troubled 
trust bank, and Nippon 
Trust - revealed net losses 
for the first half ended 
September as all the banks 
struggled with bad debts. 

Bank of Tokyo Mitsubishi 
announced net losses of 
Y941bn ($7J3Sbn) because of 
heavy provisions for bad 
debts. It said non-performing 
loans had increased 1&2 per 
cent to Y912bn, 

The write-offs resulted in 
the group's risk-adjusted 
capital ratio falling to 8.49 
per cent, close to the 8 per 
cent international minimum 


Japanese banks* first-half results (Ybn) 

Company. Revenues 


% 

change 


Operating 

profits 


% 

change 


earnings change 


EPS 




LCTB 762 -25.8 10.7 -16^ 10.1 42 

Yasuda Trust 329 -21 51.9 -34 -6U5 __ rVa -62£7 

Chuo Trust 163 -104 27.65 -59 2.95 -90 12.79 

Sewer e a npanlm 


The bank predicted it 
would make fUH-year pre-tax 
losses, excluding exception- 
als, of Y750bn, compared 
with a profit of Yl8L95bn. 
Net losses would be Y420bn, 
against earnings of Y40.73bn, 
on revenues down 17 per 
cent at Y4^00bn. Losses per 
share would be Y89.99, 
against Y8.78. The shares fell 
Y90 to Y1.780. 

Long Term Credit Bank 


said It expected full-year net 
operating income of 
Yl,400hn; pre-tax losses, 
excluding except! onals, of 
Y320bn; and net losses of 
Y280ba The losses would be 
caused by writing off Y5Q0bn 
of bad loans. 

LTCB said non-performing 
loans were Yl,188bn. By the 
end of the financial year, 
problem loans should fall to 
YLlOOtan, with 72.7 per cent 


covered by reserves, against 
Yl.LHRm, with 33.7 per cent 
covered the previous year. 

The group plans to 
increase its capital through 
a Y200bn share issue which 
would raise its capital 
adequacy ratio to 10 per 
cent Without the issue, it 
would be about 8.6 per cent 
at the end of the financial 
year. 

Mitsui Trust one of the 


largest trust banks, forecast 
full-year net profits of 
YlObn, compared with 
Y11.15bn. Pre-tax profits, 
excluding exceptional, 
would be Y llhn, compared 
with Y4JJ5bn. on revenues 
down from Yl.OSObn to 
Y950bn. The dividend would 
be held at Y5. 

The bank said it hoped to 
dispose of Y220bn of problem 
loans by the end of the 
financial year. It had YSOlbn 
of problem loans at the end 
of September. 

Yasuda Trust part of the 
troubled Fuyo group, fore- 
cast full-year net losses, of 
Y70bn. against earnings of 
Y6.6Sbn. It said pre-tax 
losses, excluding exception- 
al^ would be Y98hn, against 
profits of Y7.04bn. on reve- 
nues down 42 per cent at 
Y560bn. Yasuda also said it 
planned to dispose of Y200hn 
of its Y583bn worth of prob- 


lem by the year-end. 

Toyo Trust predicted full- 
year net profits of Y12bn, 
against Y19.63bn. Pre-tax 
profits, excluding exception- 
al. would fall from Yi6.55bn 
to Y12bn on revenues down 
17 per cent at Y450bn. It said 
it would raise Its full-year 
dividend from Y6 to Y7. 
Problem loans were Y143bn 
at the aid of September. 

Chuo Trust forecast full- 
year net profits down from 
Y5.7bn to Y5hn. Pre-tax prof- 
its. excluding exceptionals, 
would fall from Y5.17bn 
to Y5bn. 

Nippon Trust, a subsidiary 
of Mitsubishi Bank, pre- 
dicted full-year net losses of 
YlOObn, compared with earn- 
ings of Y40.2bn. Pre-tax 
losses would he Y200bn on 
revenues of Y55bn. The 
group's problem loans were 
Y143.llbn at the end of 
September. 


Rescue plan for Finance One 


By William Barnes 
in Bangkok 


Credit Suisse First Boston, 
the Swlss-US investment 
bank, has proposed to rescue 
Finance One. the troubled 
Thai investment bank, with 
a deal involving a debt-for- 
equity swap. 

CSFB is a creditor of 
Finance One, which became 
the first victim of Thailand's 
financial turmoil when it 
announced it had serious 
liquidity problems nine 
months ago. 

The scheme, which was 
submitted to Thai regulators 


10 days ago, is different from 
one devised by a steering 
committee of creditors, 
CSFB said. 

Finance One, formerly 
Thailand's most prominent 
merchant bank, had total 
debts of Bt82.9bn (gLlbnj at 
the end of the 1997 first quar- 
ter, leaving it with a net 
worth of about BtS^bn. 

Michel Camdessus, manag- 
ing director of the Interna- 
tional Monetary Fund, said 
12 days ago that few of the 
58 Thai groups that have 
been suspended were in a 
position to reopen. 

The creditor steering com- 


mittee's own scheme is 
understood to have been 
coolly received by the 
authorities, prompting CSFB 
to come up with an alterna- 
tive proposal 

If Finance One is broken 
up, the ordinary creditors' 
loans may evaporate. The 
central bank has first call on 
the BtSOhn it injected into 
the company and is unlikely 
to be enthusiastic about join- 
ing any debt-for-equity swap. 

Other creditors are 
J. P. Morgan and the 
International 'Finance 
Corporation, the World 
Bank’s investment arm. 


The new Financial 
Restructuring Agency will 
pass judgment on the reha- 
bilitation plans of the 58 
suspended firms, including 
Finance One, by the end of 
this month. 

CSFB rejected allegations 
by other creditors that there 
was a conflict of interest as 
it used Information gathered 
In creditor negotiations 
to make an investment 
decision. 

It said that the rescue plan 
was devised by the fixed- 
income department, which is 
separate from the lending 
arm. 


New merger in 
Chinese steel 


By James Harding 
in Shanghai 



Brown Brothers Harriman Limited 

will host its seventh annual 

Paper and Forest Products Conference 

on Friday, 5th December, 1997 - 830 am until 1.00 pm 
at Grocers' Hall, Princes Street, EC2R 8AD 


Asia Pacific Resources International Holdings 

Brett G. Hutton 
Chief Financial Officer 


Bowater 

Arnold M. Nemirow 

Chairman, President and Chief Executive Officer 

Chesapeake 
Thomas H. Johnson 
President and Chief Executive Officer 


International Paper 

Robert M. Amen 

President, International Paper Europe 

Minerals Technologies 

Dr Jean-Paul Valfes 

Chairman of the Board and Chief Executive Officer 


Rayonier 
W. Lee Nutter 

President and Chief Operating Officer 

If you would like to attend, please contact L/mise H/tyns: 
Tel. 0171 588 6166 
Fax . 0371 6142437 
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UJ8J IOUOOOjOOO 
Secured Floating Bate 
Bonds Doe 2001 


In accordance with the pravisioos 

rrnifatmod in the Ttarmn anil 

Conditions governing the Bonds, 
notice is hereby given that Car 
the Interest Period finm 24 
November 1997 to 26 May 1996, 
the Bends will carry an interest 
rate of 6.7844% per annum 
calculated on a principal a n ww n t. 
per Bond afUSJSlOOCV-v 


The interest amount payable by 
the Issuer on the Interest 
Payment Date fhIHng on 26 May 
1996 will be UA$3423 per Bond. 


Bank of Bahrain and BswaitB&G 


@ CSFhwr Boston Group 


CS First Boston 
Finance, B.V. 

OnnetrCgffn-nBX) 


US$200,000,000 
Guaranteed subordinated 
floating rale notes 2003 
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for the Interest period 
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interest rale of5.8T5%per 
annum. Interest payable cm 


USmS4perUSSl000note 
andUSS295J8perUSSKl l 000 
note and US$2 j)53Ji2 per 
USSIOO, 000 note. 


Agent Morgan Guaranty 
Trust Company 


JPMorgan 


Three large Chinese steel 
producers will merge to cre- 
ate a company with assets of 
Yn52.ibn ($&2bn) and 176,000 
employees, another example 
of the consolidation sweep- 
ing heavy industry In China _ 

The deal announced yes- 
terday will combine compa- 
nies from Hubei province in 
central flhina — Wuhan Iron 
and Steel Group. Echeng 
Iron and Steel Group and 
Daye Steel - to make one of 
the largest steel producers in 
the country. 

News of the transaction 
follows the announcement 
on Monday that Baoshan 
Iron and Steel - one of Chi- 
na's most successful busi- 
nesses with ambitions to 
become one of Asia’s largest 
steelmakers - will merge 
with S hanghai Metallurgical 
Holding. 

The mergers in the steel 
sector follow a sales of simi- 
lar daaia in *ha petrochemi- 
cals industry, all part of a 
programme of rationalising 
China's troubled state-owned 
enterprises. 

The consolidation is 
driven by the central 
government in Beijing, 
which has lent Its support to 
streamlining the state sector 


to increase efficiency. 

Analysts in Shanghai have 
b ear cautious about the rash 
of mergers in China's heavy 
industries, concerned that 
the government Is pressing 
profitable state enterprises 
to take on the debts and 
social welfare responsibili- 
ties of failed state compa- 
nies. 

Heavy industry in China is 
particularly hardened by 
fragmentation, duplication 
and overstaffing, left over 
from years of state planning. 

The Ministry of Metallur- 
gical Industry, responsible 
for the steel sector, calcu- 
lates that only five of Chi- 
na's 1,600 steel producers 
have production capacity of 
more than 5m tonnes and 
only 27 have capacity more 

than 1 m fa viwpe . 

Last year, China became 
the world's largest producer 
of steel and this year Is 
expected to increase produc- 
tion by 6.5 per cent to I06£m 
tonnes. 

About half of China's 
state-owned industrial enter- 
prises are loss-making, amri 
losses in ' the steel , sector In 
particular have risen in 
recent years. Rising raw 
material prices and utilities 
costs have exacerbated the 
problems at inefficient state- 
owned iron and steel works. 


asia-pacifionews^digest 

KDD to merge 


with Teleway 


KDD. Japan's leading with 

and Teleway, the long4tetapee Orations to survive Acres 
Toyota, have agreed to merge deregulation. 

k h w . ♦'ho twriustrv anud ongoing - *~b3SQ 
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The merger of KDD and Teiewaj . « 

38 per cent carrier 

telecoms group after NTT. the dominan 

recently allowed to start of the 

be the surviving company but \tiae \ ^ ^ 

merged company and its u, ™ ^\cs or 

agreed. The new company is forecast to ha\e sa 

Y4iSbn {$3. 2hn), pre-tax ^pectedm 

YlObn in the year to March 1999. Sales are _expev » 
rise to YsStopre-tax profits to Y35bn and net profits 

YITbn in the following year. woaration 

“This is a step in the right direction. The 
long-distance and international operations. ^ Wchhas 
long been a feature of Japan's telecoms lnd ^ - 

very inefficient The merger of KDD and Telewaj ran re 
welcomed from that point of view, said Mataj» U 1 "' 
industry analyst at Salomon Brothers Tokyo. 

Japanese telecoms companies have been 
strengthen their positions, partic^ly^ a8ov'era_ 
mart decision to allow NTT into the international market. 
Last month, Japan Telecom absorbed International Telc- 

^Sha^Nlshimoto, president of KDD. has infficated 
that the merger could involve third parties, foreign tele- 
coms operators are likely to be increasingly interested in 
taWn g stakes in Japanese carriers after the relaxation or 
a 30 per cent restriction on foreign inv^tments next Jan- 
uary Michiyo Nakamoto. Tokyo 


INDONESIA 


Rupiah faB hits BNI, Telkom 


Two of Indonesia’s largest companies revealed the impact 
erf the currency crisis on their third-quarter results yester- 
day, as Ranh Negara Indonesia, the largest bank, more 
than doubled its provisions for possible losses and Tele- 
komnnlkasi Indonesia, the telephone monopoly, blamed 
flat profits on the sharp depreciation of the rupiah. 

BNI said net profits rose 19.9 per cent to Rp283.Sbn 
(879.6m) in the first nine months. It raised its provision 
for possible losses from Rpll8.8bn to Rp275.4bn and 
Increased its allowance for possible loan losses from 
Rp426.5bn to Rp755.6bn. 

ENTs loan-to-deposit ratio increased from 83.13 per cent 
to 10L77 per cent as the rupiah depreciation of more than 
30 per cent boosted the cost of offshore borrowing. But the 
hnntr said its nnn-p p rf n rmlng-loans ratio dropped from 6.8 
per cent to 6 per cent despite a squeeze on liquidity. 

Telkom, the privatised domestic telephone monopoly, 
said profits rose only 0.1 per cent to Rpl.126.6bn after for- 
eign exchange losses lopped off Rpl46.1bn. Telkom had 
reported an Increase of 18 per cent in net profit for the 
first half. Sander Thoenes. Jakarta 


INVESTMENT BANKING 


Peregrine denies Daehan report 


Peregrine, the Hong Kong-based investment bank, yester- 
day rejected Korean reports that Daehan Merchant Bank 
planned to acquire a stake in its Korean joint venture. 

The statement followed a Korean court ruling last week 
which said Daeban’s plans to purchase shares in the joint 
venture - Dongbang Peregrine Securities (DPS) - were 
invalid. “It would be impossible for Daehan to merge with 
DPS without tiie consent of Peregrine," said Alan Mercer, 
legal counsel. 

Yesterday’s exchange is the latest twist in the saga of 
Peregrine's Korean venture with its local partner. Shing- 
dongbang Group. “This comes as a great surprise to Pere- 
grine." said Mr Mercer, referring to reports in the Korean 
press about a proposed merger- "This position has not 
changed." John Ridding, Hong Kong 


AUSTRALIA 


Colonial options call 


Colonial, the Australian financial services group which 
listed in May, yesterday said it would raise AJ230.7m 
(US$1 60m) by calling for the exercise of options attached 
to its shares. 

It means the group's 476,000 shareholders - including 
137,000 in the UK - have to decide between exercising 
their options, selling them, or letting them lapse. Exercis- 
ing them involves paying Colonial 40 cents - 17p in the 
UK - for each share held in return for the right to buy 
new shares at a 15 per cent discount to the market price 
in early January. Each share carries one option with it. 

With Colonial's shares trading yesterday at AS4, the dis- 
count price would be AS3.40, above the AS3.31 price at 
which the shares began trading in May, but below then- 
peak of A$4£4in September. 

In the UK, a shareholder with the average holding of 
630 shares would pay £107.10 for the right to buy more. 
The options are fully underwritten by SBC Warburg Dil- 
lon Read Australia. 

The group also declared a dividend of 7 cents a share, 
exceeding a prospectus forecast of 6.5 cents. This will be 
paid on January 30. Christopher Brown -Humes 


PHILIPPINES 


Piltel shares down 18% 


Shares in Piltel, the cellular phone subsidiary of the Phi- 
lippines' largest telecoms group, plunged 18 per cent yes- 
terday on rumours that a buy-in was about to be called 
o ff Sh ares closed down 1.05 pesos to 4.35 pesos following a 
newspaper report that Phflcom, a local group, was weigh- 
ing its options over its agreement in April to purchase a 
20 per cent stoke in the group worth 5.i7bn pesos fSISOm) 
Analysts said PUtel’s shares had plummeted amid the cri- 
sis battering Asian markets. 

Justin MarossL Manila 


ICI India to lift paint output 


By Mark Ificholaon 

(n New Delhi 


ICI India, the Indian 
subsidiary of the UK paints 
and chemicals group, 
expects to double paint out- 
put in the country, to 100m 
litres a year by early next 
century, as part of a move to 
lift Indian turnover to 
Rs50bn (JL3bn) in 10 years, 
the company said. 

Strong growth in paint 
sales drove a 30 per cent 
improvement in ICI India's 
interim post-tax profits from 
Rsl79m last year to Rs23&n. 
The company said paint 
sales grew 24 par cent in the 
half, against an industry 
average of about 9 per cent 

Turnover, of which more 
than 40 per cent comes from 
paint sales, rose 28 per cent 
to Rs383ba with, the com- 


pany also reporting "strong 
growth” in bulk explosives, 
Increased profitability in 
rubber chemicals despite 
“sluggish” sales, and a 20 
per cent growth in sales of 
pharmaceuticals, notably 
anaesthetics and cardiovas- 
cular drugs. 

The company, 51 per cent 
held by its UK parent, said it 
doubled paints capacity this 
year with the addition of a 
third plant at Thane, near 
Bombay, taking capacity to 
56m litres. A fourth plant at 
Chandlghar, in Punjab, is 
expected to begin production 
early next year, adding a fur- 
ther 20m litres capacity, 
with a fifth plant planned in 
south India by 200L 

New paint capacity 
accounted for 80 per cent of 
the RslOOm invested over 
the past year, with the 


fourth plant likely to require 
an additional investment of 
between RsTOm and RsSOm. 

ICI said it had increased 
its share of India's paints 
market to 10 per cent from 3 
percent in 1998, when capac- 
ity was below 20m litres. 

The company intends to 
invest about $35Qm over the 
next decade. 

Id has acknowledged it is 
unlikely to reach the target 
without acquisitions, though 
it has denied that its recent 
attempt to purchase 9.1 per 
cant of Asian Paints, India's 
market leader in decorative 
paints, was the : prelude to a 
takeover bid. 

The BflUBm. purchase of 
the stake to August, sold by 
one of Asian Paints’ four 
“promoters”, of controlling 
family shareholders, ran into 
political resistance and oppo- 


sition from the three other 
families which hold a com- 
bined 40 per cent stoke In 
the company. 

The transaction remains 
to limbo, with the Indian 
government apparently seek- 
ing a board resolution from 
Asian Paints approving the 
sale before it would be 
allowed to proceed. Asian 
Paints has so far refused any 
such resolution, and has 
landed Id's intended pur- 
ome as heralding a “hostile 
tad . 

ICI said it faced either 
maiung a lega challeng, to 
the blocking of the purchase 
or selling out The company 
said it made the purchase 
partly to block the sale of 
shares to an international 
competitor, and partly to 
pursue collaborations with 
Asian Paints. 
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COMPANIES AND FINANCE: UK 


Restructuring will lead to 1,300 job cuts in the wake of a review of the merged businesses 

Avonraore to take I£1 59m provision 


By Alison Maitland 

Avonmore Waterford, the 
Irish dairy' co-operative, 
announced yesterday it was 
taking a I£159m ($24l.7m) 
provision and cutting about 
1,300 jobs in a sweeping 
restructuring designed to 
make it more competitive in 
the global dairy Industry. 

Hie announcement comes 
in the wake of a review of 
the business following the 
merger of Avonmore and 
Waterford, declared uncondi- 


tional in September. The 
merger produced the world’s 
fourth largest cheese pro- 
ducer and Europe’s fourth 
biggest dairy processor. 

Avonmore said the scale of 
the reorganisation reflected 
the seriousness of the issues 
facing the dairy industry, 
including falling mine con- 
sumption, global industry 
consolidation and the pros- 
pect of freer world trade. 

Dairy fanner cooperatives 
in the US. the Netherlands 
and Germany have recently 


announced big mergers. 

About 750 jobs win go in 
Ireland and about 550 in the 
UK, cutting the total work- 
force from 11,900 to 10,600. 
Six plants processing milk, 
food ingredients or animal 
feed are to close in Ireland, 
with the biggest job losses at 
Dungarvan In County Water- 
ford and Rathfnmham in the 
Dublin suburbs. 

Details of the 25 per cent 
capacity restructuring 
planned for the UK. where 
most of the group’s cheese is 


produced, have been with- 
held until the new year to 
allow Christmas trading to 
proceed smoothly. 

Pat O'Neill, managing 
director, said the rationalisa- 
tion, to be largely completed 
next year, would ensure 
competitive advantage in 
dairy and meat products and 
dairy food ingredients. The 
group will - move further 
d ow ns tr eam frum the com- 
modity end of the market. 

“The scale of Avonmore 
Waterford will allow sub- 


stantial additional resources 
to be invested in product 
innovation and market 
development,” be said. “This 
will eqable us to expand bur 
position and build our rela- 
tionships with key custom- 
ers in retail, food service and 
food processing markets." 

There would be a signifi- 
cant increase in the I£7m 
research budget. 

The I£l59m provision, net 
of taxation benefit. Includes 
l£68m in redundancy and 
other merger expenses. The 


balance is asset write-downs 
and write-offs. The provision 
will be taken as an excep- 
tional in the 1997 accounts. 

The group is expecting 
operational savings of about 
l£20m next year and I£40m 
in 1999. Analysts were fore- 
casting 1996 pre-tax profits of 
l£90.5m on the basis of 
savings of I£ 20 m_ The align- 
ment of accounting policies 
wOl lead to a IElllm write- 
off of goodwill and a I£29m 
write-off for depreciation and 
bad debt provisions. 


National 
pays surprise 
$1.3bn dividend 


By Simon Hofoerton 

National Grid Group 
yesterday surprised the mar- 
ket with a 44_7p per shar p 
special dividend worth 
£77Qm (fU3bn) and equal to 
15 per cent of the company's 
capitalisation. 

But the owner of the elec- 
tricity transmission network 
in England and Wales took a 
little of the shine off its 
news, with a parallel 
announcement that it 
planned to raise up to £500m 
from the issue of a convert- 
ible bond. 

This received a mixed 
response from institutional 
investors although many 
reserved judgement until 
they bad seen details of the 
bond offering. The shares 
rose 4p to close at 3Q2p. 

“It’s a bit like having your 
cake and eating it but we’re 
not up in arms about it" 
said one large shareholder. 
“You've got a choice." 

Hie Grid said a bond issue 
to raise between £300m and 
£50 0m would enable it to 
achieve a more efficient bal- 
ance sheet in the short term, 
while allowing it to contem- 
plate a big acquisition in the 
future. 

Details of the braid offer- 
ing were not published yes- 
terday but they are expected 
to yield towards the bottom 
of a 4 per cent and '5 per cent 


range and have a maturity 
of 10 years to 15 years. 

In spite of reservations 
among some UK funds, 
investors said there would 
be a lot of demand among 
continental European inves- 
tors for the securities. They 
were prepared to pay high 
prices for convertible braids 
as they attract a higher yield 
than government securities. 

The Grid said the issue of 
bonds would halve the com- 
pany's interest cover with 
profits covering interest 
about four times from its 
current level of eight times. 
Gearing would rise to 160 per 
cent from 47 per cent cur- 
rently. 

David Jones, chief execu- 
tive, said the company was 
still keen to pursue invest- 
ment opportunities abroad. 
It recently Invested £L5m to 
acquire the power division of 
Zambia Consolidated Copper 
Mine. 

He said the company was 
currently negotiating deals 
in Peru and India and was 
evaluating opportunities in 
the US. 

The Grid unveiled pre-tax 
profits down 33 per cent at 
£22&3m for the six months 
to the end of September. The 
decline reflected the compa- 
ny’s new transmission price 
control. 

It declared a dividend of 
4J3p. up 8-5 per cent 


Regulated business 
slows Severn Trent 


By Virginia Marsh 

Severn Trent yesterday 
announced a 2 JS per cent 
drop in interim pre-tax prof- 
its to £19 1.3m ($32&3m) and 
said It expected further 
profit declines from its regu- 
lated water business. 

The shares - which had 
risen in recent days - fell 23 
per cent, by 22p to 938p, 
mainly reflecting disappoint- 
ment at the dividend. 

Robert Mfller-Bakewell, of 
NatWest Markets, described 
as “parsimonious" the divi- 
dend which rises 10 per cent 
in nominal terms to lL55p 
despite a 5 per cent share 
buy-back in August. He 
expected to cut his dividend 
and pre-tax profit forecasts 
for the full year. 

Alan Costin, finance direc- 
tor. said profits bad fallen 
because of lower income and 
higher depredation charges 
in the regulated business, 
and because of higher group 
interest charges. 

Interest costs rose by a 
third to £30.3m partly 
because of Severn’s large 
investment programme, 
which has totalled some 
£L8bn since privatisation. It 
intended to spend a further 
£500m thin year and a simi- 
lar amount in 1998-99. 

Operating profits from 
water and sewerage fell to 
£207.8m (£210. 6m) on turn- 
over up 1.3 per cent at 
£466.1m out of a group total 
up 4 per cent at £fi21m. 

The company said mea- 




Vic Cocker: keen to promote water conservation 


F«giaMkM 


sures to encourage water 
saving, including metering, 
had reduced consumption, 
knocking £&5m off sales. 

“We will continue to pro- 
mote the conservation mes- 
sage, despite the effect on 
income, because conserva- 
tion means we will create a 
sustainable base for the 
future." said Vic Cocker, 
chief executive. 

The non-regulated busi- 
nesses performed well, espe- 


cially waste where operating 
profits rose 16 per cent to 
£13.3m in the six months to 
September 30. 

The company planned to 
expand these operations, 
possibly through acquisi- 
tions, and had decided 
against diversifying into gas 
and electricity through alli- 
ances with other utilities. 

Earnings per share, before 
windfall tax charges of 
£309. 6m, were 47.7p <47.4p). 


Disposals 
likely 
after Thorn 
review 

By Robert Wrigtrt 

Thorn, the rentals group, is 
to conduct a strategic 
review of its business likely 
to lead to disposals, it 
announced yesterday. 

The announcement comes 
in the face of a series of 
adverse court judgements in 
the US and continuing 
decline within the main 
Radio Rentals and US rental 
businesses. 

Thorn also announced a 
fall in pre-tax profits from 
£37.8m to £28, 4m ($48m) for 
the six months to September 
30. Turnover was £714m 
(£785.1m). Steven Marshall, 
finance director, said pre- 
tax profits were reduced 
£5.5m by the strength of 
sterling. 

Michael Metcalf, chief 
executive, said the review 
would address the gap 
between the group’s value 
and its market capitalisa- 
tion. He said: “The emphasis 
in options which we review 
is most likely to be on dis- 
posals." 

Analysts suggested the 
company was most likely to 
wish to sell the US busi- 
nesses, which have been 
badly hit by the costs of ne- 
gation in states where 
Thorn’s rent-to-buy schemes 
have been deemed to be 
credit arrangements under 
consumer protection law. In 
September, a court in New 
Jersey awarded 5120m dam- 
ages against Thorn, more 
than had been expected. No 
provision has yet "been taken 
for the case. 

Yesterday's accounts warn 
that, IT a similar action in 
Texas is revived - it has 
been dormant for some time 
- the business could be dam- 
aged by withdrawal from its 
120 sites In the state. 

A provision of S29m was 
taken last financial year for 
potential damages in Min- 
nesota. A 59.35m settlement 
has been reached with plain- 
tiffs in Pennsylvania, sub- 
ject to court approval, bnt 
no provision has yet been 
taken. 

The shares rose 2*;ip to 
152'sp. They were liOp in 
August 1996 when Thorn 
was demerged from EMI. 


David Brown’s seven-year itch 


The duo behind 
the leveraged MBI 
at the engineer 
want to try it 
again, says Andrew 
Edgectifife-Johnson 

I n 1990. Chris Cook and 
Chris Brown persuaded 
Sir David Brown that the 
engineering group which 
bore his name and which 
once owned Aston Martin, 
the carmaker, should pass 
out of family hands after five 
generations. 

Their manageme nt buy-in 
of David Brown was a highly 
leveraged deal, with just £2m 
of equity in the £46m pur- 
chase price. 

Seven years later, and four 
years on from the company’s 
flotation, Mr Cook and Mr 
Brown - who is unrelated to 
the founding family - are 
again proposing a debt-laden 
transaction. 

Acquiring the Union Pump 
Company will propel pro 
forma gearing from 22 to 275 
per cent 

Mr Cook says the figure is 
distorted by a £31 - 2 m write- 
off of goodwill, and that 
shareholders should concen- 
trate on the expectation that 


RESULTS 


its earnings would comfort- 
ably cover the interest bin. 

Analysts generally agreed, 
saying they expected inter- 
est cover not to fall below 
five times. 

Michael Blogg, an analyst 
with Charterhouse Tilney, 
welcomed the deal, saying: 
“The interest cover looks all 
right. Gearing certainly 
looks a bit stretched, but 
that is the downside to fund- 
ing acquisitions with cash 
rather than shares." 

Until the debt is refin- 
anced, the interest bill for its 
$150m of borrowing facilities 
will be about £5m a year. 

Despite that burden, David 
Brown expects Union to ben- 
efit the group's earnings 
from the first full year after 
its integration. The reason is 
the uncommonly good fit it 
sees between the two compa- 
nies. 

The acquisition would put 
David Brown's pumps divi- 
sion. which contributes just 
12 per cent of group sales, on 
a par with its two other divi- 
sions, which make bespoke 
industrial gears and drives 
for mobile machinery. 

Like David Brown Pumps, 
Union specialises in equip- 
ment for the oil and petro- 
chemical market which 


meets the American Petro- 
leum Institute standards. 
These are used in extraction, 
refining and processing, and 
most stages in between. 

More stringent environ- 
mental demands, growing 
energy consumption in 
developing countries and 
increased refining work by 
oil producing nations has 
fuelled average annual 
growth of 23 per cent for the 
past decade. Industry fore- 
casts are for that to acceler- 
ate to 5.7 per cent for the 
next four years. 

David Brown's strength 
has been in large centrifugal 
pumps. Union specialises in 
smaller process pumps and 
high pressure reciprocating 
pumps. 

More importantly. Union 
gives David Brown a posi- 
tion in the US that it strug- 
gled to establish by organic 
expansion. North America 
accounts for just 8 per cent 
of David Brown's pump 
sales, compared with 88 per 
cent of Union’s business. 

The US is particularly 
important for the access it 
provides to international 
engineering contractors such 
as Brown & Root, Bechtel 
and MW Kellogg, which dom- 
inate petroleum projects 


worldwide. David Brown 
also believes that the acqui- 
sition will open up the after- 
market in the US. 

After-market sales account 
for 42 per cent of total API 
pump revenues and Mr Cook 
says after-market profit mar- 
gins are about double those 
on original equipment. 

APr pumps are estimated 
to have a $2.3bn share of the 
$22bn world pump market 
Buying Union will make 
David Brown the world's 
fourth largest API pump 
company, with about 5 per 
cent of the market 

It is still dwarfed by Inger- 
soll Dresser with 20 per cent 
and Sulzer and Flowserve 
with about 10 per cent each. 

The promise of overhead 
cuts and economies on the 
companies' £35m joint mate- 
rials purchasing meant that 
the deal, announced on Mon- 
day. went down well with 
the City. 

Once again. Mr Cook and 
Mr Brown are taking on 
large debts to buy a family 
business. In the three years 
after 1990 they brought gear- 
ing down from 300 per cent 
to nothing. If they can 
achieve something similar 
this time, they will have 
done a good deal 
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Britton 
accepts 
£198m 
US offer 

By Virginia Marsh 

ACX Technologies of the US 
yesterday announced a 
£198m ($3 3 2 m) recom- 

mended cash offer for Brit- 
ton Group, just six weeks 
after the UK packaging and 
plastics concern saw off a 
takeover threat from 
another US group. 

The acquisition of Britton 
- whose main subsidiary is 
in North America - would 
make ACX the fourth larg- 
est producer of folding car- 
tons in the US. 

ACX, which was spun off 
from brewer Adolph Coots 
in 1992, Is offering 140p for 
each Britton share, a pre- 
mium of about 44 per cent 
to Monday’s closing price of 
97%p. This is also nearly 17 
per cent above the 120 p a 
share offer that Caraustar 
Industries of the US said 
last month it was consider- 
ing- 

ACX bought 4.5 per cent 
of Britton at 140p per share 
in the market yesterday. 
The shares closed up 39p at 
136’Ap. 

Analysts, who have been 
looking fra* consolidation in 
the sector, welcomed the 
deal “Ratings in the sector 
are low and there’s a lot of 
value out there,” said Fran- 
cesca Raleigh of Panmure 
Gordon. “This may give 
other potential predators 
encouragement” 

ACX, which also has a 
technical ceramics business, 
said it had first looked at 
Britton after its profits 
warning in June. 

This had pushed down the 
shares - which have under- 
performed the out-of-favour 
sector by 23 per cent over 
the past year - to 49p, from 
a peak of over I80p in 1994. 

Robin Williams, Britton’s 
chief executive, said that 
although trading was now 
encouraging, the board had 
recommended the offer as it 
acknowledged the packag- 
ing sector had not done well 
for investors in the last 
year. 

While shareholders had 
supported the board during 
Caraustar's approach, they 
also said other satisfactory 
offers should be considered. 

ACX estimated the total 
acquisition cost would be 
£249 id after assuming Brit- 
ton's debts, but said the deal 
would be non-dflutive In the 
first year. 

It said that its main inter- 
est was in UPC, Britton’s US 
cartons business. 

Barings is acting for ACX, 
while Britton is being 
advised by DLJ Phoenix, the 
US investment bank. It is 
DU'S first public offer out- 
side the financial services 
sector. 
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Hats off to National Grid. 

Not only is the £770m it is 
handing back to share- 
holders larger than expec- 
ted but the company has 
also pioneered an inge- 
nious hybrid between a 
special dividend and con- 
vertible issue to achieve it 
The essential thought is 
that the Grid has no imme- 
diate need for the cash but 
might in future if suitable 
acquisitions became avail- 
able. The problem with a 
straightforward special 
dividend is that, once the 
cash has been paid, the 
company has to go back to 
shareholders If it needs it npin That is not disastrous: 
the need to sing for its supper is an effective discipline on 
management But it can limit flexibility. Moreover, wor- 
ries about the need to go back to shareholders for cash 
can prevent companies paying it out in the first place and 
achieving more tax-efficient balance sheets. 

Hence the Grid's scheme. At the same time as investors 
receive special dividends, the company will issue bonds 
that it can convert to shares if it needs extra equity. To 
avoid potential dilution, existing shareholders can take 
some of their special dividends in convertibles. Moreover, 
the requirement for the Grid's shares to be above the 
strike price before the bonds can be converted provides 
protection against a value-destroying management raising 
equity without having to make the case. Other companies 
with slack balance sheets and non-specific argnisttinn 
hopes - British Telecommunications, for example - 
should consider following suit 


NEWS DIGEST 


British Biotech 
in drug progress 

British Biotech, the UK biotechnology sector’s flagship 
company, yesterday reported progress with clinical trials 
of marimastat. its cancer drug, and promised to publish 
the trial results in the first half of 1999. 

The first two phase in trials, for treatment of pancreatic 
cancer and small cell lung cancer, have finished 
recruiting patients. 

The first Japanese trials, conducted by Tanabe Seiyaku, 
the drugs company, had begun, said Keith McCullagh, 
chief executive. This, however, was not enough to 
reassure the stock market, which has cut British 
Biotech's share price by more than half this year. The 
shares dipped 2%p to 103%p yesterday. Daniel Green 

Colloids prepares defence 

Allied Colloids, the UK speciality chemicals manufacturer 
which has rejected a £L07bn hostile bid from Hercules of 
the US yesterday stressed that it was preparing a defence 
to remain independent Allied's advisers said toe 
company believed it could offer shareholders value as an 
independent company and would not be seeking white 
knights. 

In order to convince shareholders that Allied is worth 
more t h a n the 155p-a-shane which Hercules is offering, the 
UK group will need to illuminate the future potential of 
investments made over the past few years which have yet 
to materialise, said industry analysts. 

Hercules, which is currently preparing its official offer 
document, may wait for Allied to release its interim 
results, due next Tuesday. Industry analysts have 
suggested Allied may defer its results announcement 

Investment bankers yesterday said there was a “certain 
amount of interest” among chemical companies in Allied. 
However any company interested in entering a counter 
bid is likely to wait for the defence document and to 
watch its share price. “The share price could go anywhere 
between lSQp to 200p," said one yesterday. 

Emiko Terazono 

Select US offering go-ahead 

Select Appointments, the recruitment company, 
announced yesterday that its planned share offering in 
the US had been declared effective by the Securities and 
Exchange Commission. The declaration followed an 
extraordinary meeting on Monday when shareholders 
voted to allow the company not to grant pre-emption 
rights on new shares. 

The offering will be for 5m American Depositary Shares 
at 519 each. Each ADS represents two ordinary shares. A 
farther 1.5m new ordinary and 1.5m existing shares may 
be sold as ADSs in the event of oversubscription. 

Hie US offering is expected to close on December l. 
Trading in the ADSs started yesterday In the US on 
Nasdaq. Trading in the new ordinary shares starts in 
London on December 2. 

The offer will raise $88. 6m, net if only the initial 10m 
shares are issued or $102.lm if the further shares are 
issued. Select plans to use the money raised for 
unspecified US acquisitions. The shares closed in London 
at 573p, down 16Vip. Robert Wright 


To The Holders Of 

Banco Central 
de Costa Rica 
US$86, 011,115 
Series A 

Interest Claims Bonds 
Doe May 21, 2005 
US$76, 435, 529 
Series B 

Interest Claims Bonds 
Doe May 21, 2005 

NOTICE IS HEREBY 
GIVEN that the rate of 
interest from November 
21, 1997 through and 
including February 22, 
1998 is 6.773438% per 
annum. Interest 
coupons payable on 
February 23, 1998 wifi 
amount to $498.04 per 
5100,000 nominal face 
amount 

# First Trust of 
New York, NJL 

as Fiscal Agent 

Dated November 24, 1997 
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Mobarakeh Steel Company intends to purchase 
8400 M FT graphite electrodes with following 
specification: 

Graphite electrodes: Nipples: 

Type: UJiJP. Diameter: 317.5mm. 

Grade: AGX Length: 457.5 mm 

Length: 2400 + 75 mm type: 4 

- 125 mm 
Diameter: 600 mm 

Interested bidders may obtain a set of 
bidding documents by the submission of a 
written application and payment of non- 
refundable fee of USD 2000, in favor of 
Mobarakeh Steel Company, through Bank 
Markazi Iran account No. 138 

All bids must be delivered to the below office 
on or before 23/12/97 

Mobarakeh Steel Company 
1 5km south-west of Mobarakeh 
PO Box 167 Esfahan, Iran 
Raw Material & Energy Purchasing 
Department 

Fas 0098 31 327512 & 324324 
Ttel: 03355-3707 

Mobarakeh Steel Company 
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Proposed combination of gold assets and sale and purchase of Asteroid Limited 


1. INTRODUCTION 

It was announced on Friday. 10 October ] 997 that Gold Rdds and Gencor intend to combine all of [heir respective gold assets to create a focused gold mining 
conjpeny which would facilitate optimisation of existing operations and the development of the potential associated with the exploration assds and mineral 
rights contributed by die two paitta. 

Shareholders am advised dun Cold Shelf One limited (“Gddeo"), a wholly-owned subsidiary of Gold Fields, will be the company winch will be osed to 
acquire and hold the gold assets of Gencor and Gold Fields. Details of the proposed iransartteo, which is hereinafter referred to as "the composite 
transaction”, are set out m paragraph 2 below. 

2. SUMMARY OF THE COMPOSITE TRANSACTION 

The composite transaction consists erf the Gddeo transaction, which is described in paragraphs 11.1 to 11 3 below, and the Asteroid transaction, which is 
described in paragraph U Implementation of each transaction comprising the composite transaction is subject to the fulfilment of various conditions 
precedent, winch are set out in paragraph 4 below. 

11 Use Gddeo transaction 

11.1 CohbxKkUFUhbtnaaaOioa 

Gold Fields will dispose of the following assets to Gddeo: 

■ 74 000 900 Driefbmrin shares, representing a 363% interest in Driefontein: 

• 58 352 178 Kloof shares, rep re sen ti ng n 411% interest in Kloof; 

• the entire Issued share capital of. and shareholders' claims on km account against. Gold Fields Guernsey Limited f"GoJd Fields Guernsey"), 
which manages and awns, indirectly, a 70% interest in the Tarkwa Mine. In addition. Gold Rdds Guernsey has various wholly-owned 
subsidiaries which own lntgmariwn«i gold exploration assets i nr hiding mineral rights and are involved in new business development 
activities; 

■ 14 424 100 shares (representing a 123% shareholding) in Ehmdsrand Gold Mining Company I -imbed, 3 748 785 shares (representing 
a 4.1% shareholding) in Western Areas Gold Mining Company Limited, 915 000 shares (representing a 33% shareholding) in Western 
Deep Levels Limited and 152 300 shares (representing a 103% shareholding) in Western Uhra Deep Levels Limited (“Gold Helds 
investments"); 

• the Sooth African mineral rights and participation rights pertaining to gold held by Cold Fields (“Gold Reids mineral rights"); and 

• by way of assignment, its service agreements with each of Driefontein, Kloof and Gold Helds Guernsey ("Gold Helds service agreements"), 
for Goldco shares. 

The consideration, and the number of Goldoo shares to be issued in settlement of the consideration. In respect of tire various transactions 

comprising the GoUooKSoid Fields transaction are as fbflows: 

Number of Goldco dram 
Consideration to be tamed as settkmml of 

(R'mtitioo) oooddendea to Gold Fields 


Driefontein 

Kloof 

Gold Held Guernsey 
Gold Fields mvesonaus 
Gold Fields mineral rights 
Gold Rekls service agreements 

Total 


47 419777 
27(593 944 
19 686053 
9673 999 
4602 980 
2 892000 

111 963 753 


The Goldco shares win be issued at a price of 5 000 cents per dune in settlement of tbecoosideiaiians set oat above. Driefboidn, KJoof and the 
Hated Gold fields investments were veined on the basis of the simple average of the closing share prices of the companies concerned on the 
Johannesburg Stock Exchange (“JSE") from 27 August 1997 to 26 September 1997 (both days inclusive). The values in respect of Gold Fields 
Guernsey, Western Ultra Deep Levels Umiierf, the Gold Fields mineral rights and the Gold fields service agreement s have been determined by 
RMB Resources, a division of Rand Merchant Bank Limited (“RMS"), the independent merchant hnnk. 

2.11 GokknAkncor transaction 

Gencor will dispose of the fbBowing assets to Goldco: 

• 55 437 160 Beatrix shares, representing a 57*4% interest in Beatrix; 

• 165392 126 Oryx times, representing a 67,7% busiest in Otyx;. 

• tire entire issued share capital o&mdaU shareholders' ctajnu on loon account against, Orogen Holdings Limited B VI COtogen") which holds, 
inter alia, 28 879 959 ordinary shares in Eldorado Gold Corporation (“Eldorado"), representing a 39.6% interest in Bdoiado, as wdl as 
certain mternatianal gold exploration assets and animal rights and the BIOX® process; 

• 17 232 386 Evander dares, r epr e sentin g a 43.9% imeren in Evander. by way of acceptance of die offer which Goldco proposes to make to 
Evander rirarebokfas, as described In paragraph 2.13 below; 

• the Sooth African mineral rights tad participation rights pertaining to gold held by Gencor (“Gencor mineral rights"); 

> the entire issued share capital of Fairview Consoikfainri Mines Limited rFairview^; 

■ 2 354 600 Sr Helena ordinary shares, representing a 24,5% Interest in St Helena, by way of acceptance of the offer which Goldco proposes 
to make to St Helena shareholders, as described in paragraph 2.13 below and 2 465 000 “C” cnmnlarive preference shares In 5t Helena, 
representing all such shares in issue; and 

• by way of assignment. Us consulting service agreements with each of Beatrix, Beatrix Mining Limited. Bartaeracm Mines Limited (a wbolly- 
owned subsidiary of Fairview), Oryx and St Helena ("Gencor co ns ul tin g service agreements"), 

for Goldco shares. 

The co nside ration, and the number of Goldco times to be issued in set t ta n ttn of the consideration, in respect of the various transactions 
comprising the GoldcoAJencor transaction are as follows: 


Beatrix 1 1 66 A 23 327 957 

Oryx 716,1 14322958 

Orogen -EHorado 317,1 6342 039 

-Other 4213 8430 561 

Evander 230,1 4601 047 

Gencor consulting service agreements 100.4 2 008 000 

Gencor mineral rights 95,0 1 900 000 

Fairview 88,7 1 774 000 

St Helena ; 43J 862 725 

Total 3 178,4 63 569 287 

The Goldco dares will be Issued « a price of 5 000 cents per share in scutemc M of the cons i d erat io n s set ran above. Beatrix, Oryx, Eldorado, 
Evander and St Helena were valued on the basis of the simple average of the dosing share prices of such companies on the JSE or; in the case 
of Eldorado, the Tbronto Stock. Exchange, from 27 Angnst 1997 to 26 September 1997 (both days inclusive). The vahrea in respect of the unlisted 
interests of Orogen. the Gencor mineral rigfao. Fairview and the Gencor consulting service agreements have been determined by RMB. 

2.13 New Whs transaction 

Goldco will acquire horn New Whs the mineral rights and pamdpation rights pertaining to gold held by New Whs for a consideration of 
R74.9 motion, which consideration mil be sealed by the issue of 1 497 000 Gddeo shares, at a price of 5 000 cents per Goldco share. The 
values in respect of die New Wits Mineral rights have been determined by RMB. In addition. New WUs will dispose of its 2 000 000 
Driefontein shares and its 655 000 Kloof shares to Goldco in exchange for an issue of I 281 600 Goldco shares and 310 863 Goldco shares 
respectively, at a price of 5 000 cents per Goldco share. 

11.4 Schemes 

Goldro will propose schemes (rfaitangemenr in terms of section 311 of die Companies Act, 1973 (Aa 61 af 1973), ss amended (“tbe Companies 
Act"), between: 

■ Beatrix and the shareholders of Beatrix ("Beatrix scheme"); 

• KJoof mid the shareholders of Kkxrf (“Kloof scheme"); and 
- Oryx and the shareholders of Oryx (“Oryx scheme”), 

(collectively referred to as “the schemes"), in terms of which Beatrix, Kloof and Oryx will, upon implementation of the schemes, become wholly- 
owned subsidiaries of Goldco. Sharcboldeis of Beahtt, Kloof and Oryx will receive Goldco shares in accordance with tbe exchange ratios set 


om below; 


Number of Goldco 

Tbtal Dumber of Goldco ritares 


diares per 100 'shares bdd 

tobeissaed 

Beatrix 

42^)8 

40 645156 

Kloof 

47 A6 

65 779560 

Otyx 

836 

21 137357 


TTksc exchange ratios were detennmed based upon ihe simple average of the dating prices of shares in Beatrix. Kloof and Oryx on the JSE from 
27 Angus! 1997 to 26 September 1997 (both days Inclusive] and an issoe price of 5 000 cents per Goldco share, RMB fc of the opinion that the 

( ffirwi imri wwftinrn nf tin- p ri** 1 ? 1 ** f,il ‘ ' mri m thflfhnbWe nf pffltrn. Bftwf and fhjni 

Gold Fields and Gencor will vote in favour of the schemes at (he relevant sc hem e mcaings. 

113 Offers 

Goldco will offer to acquire all of tbe Evander shares beMty Evander shareholders fora ansxtatatian of 26,70 Goldco dates for eveiy 100 
Evander shares held (“the Evander oSeO- Gencor will accept the Evander offer in reaped of all the Evander shares bdd by Genccm Id the event 
thai ibe Evander offer is accepted by (he holders of not less than 90% of the issued shore capital of Evander, Goldco intends to compulsorily 
acquire the remaining Evander shares in terms of section 44QK of the Companies acl 

Goldco will offer to acquire all of the St Helena ordinary shares bdd by Si Helena shareholders for a consid era tion of 36.64 Goldco shares for 
every 100 St Helena ordinary shares held pfaeStHekna oBa”). Gencor will accept the St Helena offer in respect of all tbe St Helena ordinary 
shares held by Genoon In the event that the St Hekna offer Is accepted by the holders of not less than 90% of tbe issued onfimuy Ante capital 
of Si Helena, Goldco intends to compulsorily acquire the remaining a Helena stares in terms of section 440K of (be Companies Act. 

The Evamler offer and the Si Helena oQfer win not be conditional an obtaining any acceptances other titan Gcacor’s. Hie composite transaction 
rhmthr* jwimw that fkildcn acqnirr* only Orenr'y r moggs in Evander sn6 St Helena. 

H* exchange ratios were determined based upon die simple average of the dosing prices of shares in Evander and St Helena on tbe JSE from 
27 Angnst 1997 to 26 September 1997 (both days iatiusive) and an issue pdee of 5000 cents per Gddeo share. RMB is of the opinion tha tbe 
iwmt nivi mmtirinng nf tfa* nfft-re fair and raefireA le tn the vharehpklpx of Evander and St Helena. 


Gencor will renounce die 63 569 287 Gddeo shun matting from Gencor's panidpaliQu in the Goldco transaction to Oold FiekK fora cmaKteraiion 

of R3 178.4 ndlfioa Gold Fields mil settle the consideration by: . . .. . ■ ^ r^M FtAkL for 

• the disposal of Gold Helds' 50% huercst. in Asteroid Limited ("AsterokD (whose only material assa is ns Indirect miereu 

R9363m5ffioo. based on ariiare price of 10 700 cans per Gold Fields share; .ism Gold 

• the payment of R9363mQBouio cash, which Gencor will tditise tnacqoire Driefantetn's 50% interes In Aswokl valued on ti» 

Helds' i nr o yfr in Asteroid; and 

• tire issue of 12 198 949 Gold Fields shares at a price of 10 700 cents per Gold Helds share. 

3. RATIONALE . . 

Tbe cpmbuatioaof three of Sooth Africa's premier gold resources, the southern Free State. Driefiaada and KtooC with Thrfcw a, a 
mini- in rshami , nf pf the I***") i im n nari ffl u n t exploration ami mineral rights of GoM FWds and Gencor. rill create a world .-T" 

Goldco will be capable of company globally with the mqjor international gold producers for gold deposits, acquisition opportunities and capmu. 

3.1 Overview of GoMoo •ir«vK «of 

GakEco will be tbe exclusive vdtide through which Gold Helds and Gencor wdl develop and expand their respective gold interests. H wui consist 
Ante significant regional mining complexes, winch form pan of a single listed entity: 

(a) Southern Free State complex - comprising 100% interests in Beatrix, me of South Africa's lowest cost producer, and Oty*- 3 
developing gold mim-, together with the e x te n s i ve mineral rights of Gold Fields, Gencor and New Wiis, which are situated oqjaocnr 
and Oryx mines; 

<b) West Win Line complex -comprising a 37 3% interest in. and managenicnt of. Dricfoolcin and a 100% interest in. and n ^* n3 ff^ D * |°f * ' 
wv nf C/urrti Afrtrq 'n p n-miir gold mtnwi Ingaher qrtth certain m(nernl rifltm Hlnated atfacem 10 Of contiguous With Kloof or Pnc , 

to WmiAft- ynn an effective 70% hgerat in iheTatkwa Mine together with certain mineral rights and exploration assets held 

by Gold Fields and Gencor in the region. 

For the year ended 30 Jane 1997. Goldco's pro fannacopsotidaiEd earnings were R370,0mmion. On the basis of prices at which tec Goldco transaction 
(^t^ Bmthii^ii TnMfcwraijdninwlnn hn*«*«nfRI2hillinn wMcfa iadndes cash ami noo-core UaedinvtstmenL^ofapproxlm^ty 

RgOOmitihaL 

32 Reductkm m working costs and pay timfcs 

The creation of Goldco will provide the opportunity to reduce overheads and icstmcmre assets and operations with the ot>jecave of reducing aw and 
pay fijiyu. Xc is lflPwtfiq fi (to |ij^h oost opcn tf^B wtucfi omoot (be opcoui] g p e rfo r ma nce criteria required if Goldco h to be internationally 

coaqietitive will be dosed, sold, dbtribmed to shareholders or otherwise disposed oL 

33 International corp or ate stnictarc 

As a result of ii v »i | m»w wi g a range of operating and devdoping gold mines, together with extensive mineral rights and panicipnuoo tights in a single 
liawlwiii ly »!l shatriwldeo nftli^praviAnclyMpiirMaty li wit gnM mining r mn p iiriA* Witt have accost In all the BSSCtS of Wtudl GoldCO will comprise. 
Thkwilt ra ffl frtarfclf (HV CtliflCtllO O, nperminnal flmihlliiy and in gnifiewM growth prtentiaL In addition. GoIdCO tmD have the flexibility M deploy the 
cash Sows from its operating in fully developing the potential of its exialog asset base and in growing production and reserves through 
exploration, development and ae gniritin n. 

3 A Southern Free State complex 

The combination erf Gencor's operations with the mineral rights of Gencor. GoM fields and New Win will establish Goldco as tbe dominant gold 
mining company in the southern Free State. Gencor's existing operations are ideally soiled to bring forward exploration of these resources through the 
use of existing infrastructure. In the event that underground reef development c onfi rm s viable gold values, substantial operational and financial 
synergies cordd be realised. 

33 West Witt Line complex 

The operatiqg gold mines of Kloof and Driefantcin, as well as tbe mhml ri^ns situated adjacent to or contiguous with Kloof or Drierorucin, represent 
qd gnlfiaim rawing AtmHunhifgnld pmducitnn nf ihitcnmpfat for the year ended 30 June 1997 was 1 ,8 milBou ounces and total attributable 

reserves at tint dale were6QJ million ounces afgakL 

3.6 West Afrkari complex 

The most tignificant asset in the West African cmnplex is the Thricwa Mine. Thdcwa is nndertaldng a development programme tn increase production 
from 45 000 ounces of goM per armum to imtially 250 000 ounces of gold per annum within the next tinee years and then to 500 000 ounces of gold 
per annum. Tarkwa will provide an ideal base from wMdi do develop tire full potential of the West African complej.as wdlasprovkfinga s^ingboard 
from wfakii to launch new projects in the region. 

3.7 International r*panatna 

The combmatioa of Gold iTelds' and Gencor’s internttkmal gold assets will cream a portfolio of geographically diversified exploration projects, at 
varying stages of development. Golden's fin a ncial strength will be utilised to expand its existing international portfolio through exploration nod 
acquisition. 

33 Investor perception 

For the reasons set out above, the Directors of Gencor and Gold fields bdievc that Goldco will be perceived positively try potential investors, in 
addition, Goldco will represent a sig nifi c an t proportion of and have a s i g n i ficant bearing oo the JSE gold index and will, therefore, be regarded as an 
index linked counter: This factor is expected to further Increase both Souih African and international investor interest in Goldco. 

4. CONDITIONS PRECEDENT 

Implementation of te composite transaction tasutiject id the fulfilment of the fbDowing conditions precedent: 

4.1 the passing by Gold Fields shareholders, in accordance with the requirements of the Companies Act and the Listings Requirements of Ibe JSE, at a 
general meeting of Gdd Fields shareholders, of aO resofutioos necessary to approve and implement the GoJdco/Gold Fields transaction, and all 
resatatioos decenary to ardhorise Golden co propose the Beatrix scheme, the Kloof scheme, the Oryx scheme, the Evander offer and the St Helena offer. 

43 tbe passing by Gold fields ahareholden and Gencor shareholders, in accordance with die requirements of the Companies Act and the Listings 
Requirements of the JSE, at general meetings of Gold Helds aharehoMers and Gencor shareholders respectively, of all resolutions necessary to approve 
and implemen t the Gokteo/Gepcor t ra ns yti o n (todnding [he acceptance by Gencor of the Beatrix scheme, the Oryx scheme, (he Evander offer and the 
St Helena offer); 

43 each of the Beatrix scheme and the Oryx scheme being agreed to by a majority representing not less than three-quarters (75%) of the votes exercisable 
by the relevant shareholders present md voting either in person or by proxy at the scheme meetings of Beatrix shareholders and Oryx shareho lders 
respectively; 

44 the Court sanctioning the Beatrix scheme and the Oryx scheme and the rctevara Court Orders being registered by the Registrar of Companies in terms 
of the Companies Ace 

45 the passing by Gold Ftekb and Gencor shareholders, in acoordance with the requirements of the Companies Act and the Listings Requirements of the 
JSE, at the Gold Fields and Gencor general meetings respectively, of all resolutions necessary to approve and implement tbe Aneroid transaction; 

43 Gddeo acquiring a minimum shareholding of 42.1% in Ktoaf in the event dm the Kloof scheme is mi imptemwww t (mWch (« mtm drd to be achieved 
by Gdd fields accepting an offer made by Goldca to the sbarehoidea of Kloof on dw same exchange ratio as per the KJoof scheme); and 
47 the semiring, to the extent necessary, of regntatory a^rrovals from the JSE, die Securities Regulation Panel (“the SRP") and European Competition 
ambarity. <■ 

5. EFFECTS OF TBE COMPOSITE TRANSACTION 

5.1 Group itratnxe 

Schematics showing ibe effects of the ccmpasfce transaction on the Gold Fields and Gencor group structures are set out bdow: 

5.1.1 Prior lathe compos i te tra ns a ctio n 
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Evander shareholders 


j.J>2 Subsequent ta UK-composite transaction 



5-2 Fmandal effects 

5.2.1 The tables betow set ora tbe financial effects of the composite transaction on die earnings and pa asset value enribmable 10 : 
GoMFIdds shareholders 



Notes 

Before 

PcrlOO 

Evaodcr 

sbares 

(Rand) 

After 
Per 26,70 
Goldco 

shares 

(Rand) 

Alta-* 
Pfcr 26,70 
Goldco 
shares 
(Rand) 

Earnings 

1 

(141,0) 

41,1 

41.6 

Headline earnings 

I 

19U 

41.1 . 

41.6 

Net asset value 

2 

4 3UB 

1 506.9 

1395.1 

Si Helens shareholders 



Before 

After 

After 



Pa- 100 

Per 3&X 

Per 36*4 



St Helena 

Goldco 

Goldco 



shares 

sham 

shares 


Notes 

(Rand) 

(Rand) 

(Rand) 

Earning* 

1 

377.4 

56.4 

57.0 

HemUtjH* earnings 

1 

377.4 

56.4 

57.0 

Net asset value 

2 

4 124,7 

2 067.9 

1 914.5 


Nate* 

]. Based on die iwfised iacww osasmea of the trievam con^y/cooqun« foe the year ended 30 June 1997. md prepared oo ifer »*uraptioo tha. 

• for die proposes of the After" 'cokum, (he composite transaction bad ben effective for the Iwdve month period aided 30 June 1097; and 

• for the n u po s ea . of the Afttr^cofamn. the compo si t e tran sa ction lad been effective for the twelve month penad reded 30 Jane 1997, fen assuming that the 
Kloof scheme and the New Whs maMctmi ate not m^ternented (with the moll dm Goldco acqnircs only Gold Fields’ -C.l'f shareholdins m Klonfi 

2. • The Beftrearfmaa is basedoe the vatoes detonated byRMB and iheaid*ed balance sheet of Ac ndc»iwcon*no>fcon*wuts. as a 30 Jane 1997. 

• 71k Alta" column is based on a pro nxrmaetanci value o(5 64X9 com per Gokfco state. 

■ The After c ’coiunn is calcufcacd oo dk; same hash ax ifcr After" coJuroo. fen as&anwg a pro forma net aaci vafce of S 22? .2 inw per Gotikti than: aod ivsomn? 
that (he Kloof scheme and he newWiU transaction ate not inytletnezded (wife Bie/esali dm Goldco acquires orb Gold Fields’ 4110 tharcfkiktmg m Kloof) 

3. No eflra mi net anggite asset value per share ha been dii r losed as there are no material Intangible anas hi ihe companies included m flic cvnpoMic iran>ai3iun 

5.22 The cable below sets out (he financial effects of the Asteroid transaction oo die earnings and net asset value attributable to DncfontetR 

jhiffhnlilw r 



Notes 

Before 

(Rand) 

After 

1 Rand) 

Increase 

IQ) 

Earnings per 100 Driefoatcin dares 

1 

149.6 

191,3 

27.9 

Headline — nti n F per 100 Driefotaein shares 

1 

149,6 

191.3 

27.9 

Net asset value per 100 Driefantem shares 

* 

2481.5 

2481.5 

- 




Before 

After" 

After* 


Notes 

(Rand) 

(Rand) 

(Rand) 

Earnings per 100 Gold Fields shares 

1 

(14.0) 

29.1 

303 

Headline earnings pet \Q0Gotd fields shares 

1 

421,0 

417.2 

418,4 

Net asset value per 100 Gold fields shares 

2 

11 775.5 

121643 

12 1643 

Gencor shareholder 



Before 

After 01 

After® 


Nates 

(Rand) 

(Rand) 

(Rand) 

Rwninp. per 100 Gencor shares 

1 

159,7 

1053 

105.7 

Headline namings per 100 Gencor shares 

1 

145.3 

1283 

128,4 

Net asset vahie per 100 Gencor rfiares 

2 

1312.1 

14163 

14163 

New Wils shareholder! . 




Before 

After® 


notes 


(Rand) 

(Raw!) 

Earnings per 100 New Wits shares 

i 


11^ 

18.9 

Headline earnings per 100 New Wns shares 

i 


' 673 

754i 

Net asset value per 100 New Whs shares 

2 


1 749.4 

1 993,8 

Beatrix shareholders 



Before 

After - ' 

After® 



Pier 160 

Per 42^8 

Per 424)8 



Beatrix 

Goldco 

Goldco 

1,1 - • ‘ *• "■ ' • • • 

•• * • 

shares 

shares 

shares 


Nates 

(Rand) 

iRand) 

(Raw!) 

Earnings 

1 

179.4 

64.7 

653 

Headline eaBnaai 

1 

179.4 

64.7 

653 

Net asset value 

2 

1 5806 

2 375JJ 

21983 

Kloof shareholders 




Before 

After® 




Per IflO 

Per 4736 




Kloof 

Goldco 




sham 

shares 


Notes 


(Rand) 

(Rand) 

Earnings 

1 


70J) 

73,0 

Headline enmittgs 

I 


704) 

734) 

Net asset value 

2 


3 175,9 

2 6783 

Oryx shareboldos 



Before 

After 01 

After® 



Per 160 

Per 8^6 

Per 836 



Oryx 

Gokfeo 

Goldco 



shares 

shares 

shares 


Notes 

(Rand) 

(Rand) 

(Rand) 

Earnings 

1 

4 A 

133 

133 

Headline earnings 

1 

4 A 

133 

133 

Net asset value 

1 

I 288,1 

48845 

4523 


Notea: 

1. Bated on die audited income sament of Dnrfomcu for die year ended 30 June 1997. end pre par e d on the aswmfmon dial die AnetonJ iraaMctusi h»i been 
effective for (be twelve month penod ended 30 Jnoe 1997 and that the R93&& railHoa cash receipt had been invested re an after tax tauereM rale nTRjrt- 

2. Baaed oo the vahies determined byRMB and the audited hetance shea of Driefamein for the yew ended 30 Jane 1997. and prepared on the aswmptMo that the 
Asteroid transaction bec ame effective oo 30 June 1997. 

3. No effect on na tangible asuf rate per share has been disclosed as dierr are oo material mangiNe assets m the companies inriiafcd in the xwnpoxdc n*B*.iiim. 

OPINIONS, UNDERTAKING TO VOTE AND RELATED PARTIES 

Steffen, Robertson and Kirsten Consulting Engineers (Proprietary) Limned is of (he opinion that (be technical data as outlined in the competent person’*, 
report which it has prepared an Goldco is valid and accurate and has advised the boards of ffiieciora of Beatrix, Evander. Gcnccr. Gold Fields Kloof. New 
Wits, Oryx and Sf Helena accordingly. The aforesaid competent peron’s report which has ben used as the basis for the valuations performed by RMB and 
the analyses performed and opinions provided by Standard Corporate and Merchant Bank ("SCMB"), Morgan Stanley Soulh Africa (Ptyi Limited ("Morgan 
Stanley”). Deatscbe Morgan Grenfell (SA) (Proprietary) Limited ("Deutsche Morgan Grenfell") and RMB. 

RMB is of the opinion that the exchange ratios in respect of the Beatrix scheme, the Kloof scheme, the Oryx scheme, the Evaoder offer and the Si Helena 
offer are lair and reasonable, and has advised the respective bonds of directors of Beatrix, Kloof, Oryx. Evaoder and St Helena accordingly. 

RMB has determined die values of Gold Fields Guernsey, the Gold Fields amend rights, Western Ultra Deep Levels Limited, the Gold Fields service 
agreements. Orogen. the Gencor mineral rights, Fairview. the Gencor consulting service agreements and the New Wits mineral rights. RMB h3« advised the 
bonds of directors of Gencor. Gold Fields and New Wits regarding the values, bases and methods of valuation of each of these assets. 

SCMB is of the opinkc that, subject to the valuations issued by RMB as deoiled above, the terms and conditions of the compasiie transaction are fair and 
reasonable to Gold Fields shareholder and New Wits shareholders. SCMB has advised the boards of directors of Gold Fields and New Wits accordingly. 
Deutsche Morgan Grenfell is of the opmioo that, subject to the valuations issued by RMB as detailed above, the terms and conditions of the composite 
transaction are fair and reasonable to Gencor shareholders. Deutsche Morgan Grenfell has advised the board of directors of Gencor accordingly. 

Morgan Stanley is of the opinion that the consideration for Drieftffl tern's 50% interest in Asteroid is fair and reasonable to Driefootcin. Morgan Stanley has 
advised tbe board of directors of Driefoniein accordingly. 

GFSA Holdings limbed has irrevocably undertaken to vote its 43 765 814 Gold Fields shares, re prese nting a 43.0% interest in Gold Fields, in favour of 
all the resolutions to be propos e d at dm general meeting of Gold fields shareholders. 

In terms of the Listings Requirements of the JSE, Rembrandt is regarded as a related party of Gencor in terms of the GoUco/Geocor transaction and the 
Asteroid transaction, and Gold fields is regarded as a related party of New Whs in terms of the New Whs transaction. Accordingly, neither Rembrandt's 
vote, in respect of (he Gencor genera] meeting, nor Gold fields' vole, in respect of the New Wits general rweting, win he taken into account to determine 
dr results of voting at die respective general meeting* to be held to approve the composite transaction. 

DELETING OF BEATRIX. KLOOF AND ORYX 

Pursuant to the implementation of (he composite transaction, Beatrix, Kloof and Oryx will become wholly -owned subsidiaries of Goldco. Accordingly, 
applications will be made to the JSE and other relevant exchanges and bourses, for die termination of the listings of Beatrix shares. Kloof shares and Oryx 
shares, upon implementation of (he schemes. 


8. 


9. 


LISTING OP GOLDCO 

Application will be made to the JSE for a fisting of Goldco shares in the Mining - "Gold - Rand & Others" sector of the JSE lists. 

Application will he made to the Loudon Stock Exchange (TSF*) for the admission of Goldco shares to the Official List of the LSE 
DOCUMENTATION 

Subject to Che approval of the JSE and tbe SRP. circulars containing full details of the composite transaction, incorporating the financial effects of the 
composite transaction and the notices convening the meetings of shareholders of Beatrix, Gencor. Gold fields. Kloof, New Wits and Oryx, as well as offer 
documents in respect of Evaoder and St Helena, will be posted to tbe respective shareholders concerned within 30 days of publication of this announcement. 

10. RING-FENCING 

Discussions have commenced whb tbe tax authorities regarding a possible relaxation of the ring-fencing provisions in so far as they relate in GoMco's 
operations. Shareholders will be advised iff any farther developments in this regard in due coarse. 

11. EMPOWERMENT INITIATIVE 

It was annnuffrwi on 10 October 1997 thfli New Africa Investments Untiled ("NAIL") had been granted an option to lead a broadly hosed empowerment 
initiative to acquire between 5% and 10% of Goldco ("tbe option"!. 

NAIL has advised that a decision not to exercise the option has bees taken ami dtscussons in this regard with Gold fields and Gencor have been term mated. 
It remains the objective of Gold Fields and Gencor to introduce an empowerment initiative into Goldco and alternatives are under active consideration. A 
further statement in this regard will be made in due coune. 

Johannesburg 
25 November 1997 
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INTERNATIONAL CAPITAL MARKETS 


Europe outperforms on Emu hopes 


government bonds 


By Simon Davies in London 
and John Labate 
Tn New York 


Government bond markets 
continued to benefit from 
the continuing 1 turmoil in 

Asia, with no evidence 
emerging of any panic sell- 
ing of western assets by Jap- 
anese and Korean Investors. 

US Treasuries edged 
higher, but the European 
bond markets continued to 

outperform, given the confi- 
dence that the Asian crisis 
will not deflect the move 
towards Emu. 

Stephen Hannah, chief 
economist at IBJ Interna- 
tional, said: “The final deci- 
sion on Emu will be made 
between now and May 1998, 
while any economic impact 
from Asia will not be felt 
until 1999.” 

In the UK, all eyes were on 
Chancellor Gordon Brown 


and his maiden pre-Budget 
statement, but the markets 
woe scarcely moved by his 
comments. “The fact that 
the gilts market closed in 
the middle of what was a 
narrow daily trading range, 
says it all,” argued Simon 
Briscoe, UK economist at 
Nikko Securities. 

The December GILTS con- 
tract settled just ± higher at 
118£§. but volumes picked 
up. with around 95,000 con- 
tracts traded, double the 
turnover on Monday. The 
spread over Bunds continued 
to widen, to 117 basis points. 

Some concern was 
expressed over cautious pro- 
jections on the public sector 
borrowing requirement Jon- 
athan Loynes, UK economist 
at HSBC Markets, said: “It 
smacks to me of excessive 
caution to try to keep spend- 
ing demands and public sec- 
tor pay expectations down.” 
Moreover, government pro- 
jections on inflation and eco- 


nomic growth have last 
much of their clout now 
interest rate decisions have 
been passed on to the Mone- 
tary Policy Committee. 

GERMAN BUNDS contin- 
ued to outperform, with the 
December contract climbing 
0.23 to 103.77. Recent eco- 
nomic data have been sup- 
portive, particularly the fall 
in the import price index on 
Monday. But with the yield 
on the benchmark bund now 
comfortably below 5.5 per 
cent, traders said bunds 
would struggle to outper- 
form further without a 
strong impetus from the US 
Treasury market. 

ITALIAN BTPs surged on 
the back of a fall in the repo 
rate in the morning and 
hopes that a long-awaited 
interest rate cut could be 
Imminent. The December 
contract settled 0.4 higher at 
113.5, just off the day’s high. 
The spread against bunds 
narrowed to 52 basis points. 


SPANISH BONOS also 
benefited from hopes of an 
early rate cut. in spite of the 
Bank of Spam's decision to 
leave the repo rate 
unchanged. The December 
contract settled up 0.25 to 
10189, while the benchmark 
yield tracked Germany. 

US TREASURIES were 
mixed In early afternoon 
trading. By midday the 
30-year Treasury bond had 
moved £ higher to 100§£, 
sending the yield down to 

6.054 per cent Shorter-term 
issues were lower, with 10- 
year notes slipping £ to 
102ft, yielding 5.834 per cent, 
while the two-year note lost 
ft to 991. yielding 5.709 per 
cent. The Federal Funds rate 
was 5 Vi per cent. 

With Japan weaker in 
overnight trading and two 
strong economic reports, US 
bonds opened with some 
downward pressure mount- 
ing. “There is apprehension 
about repatriation of capital 


back to Japan,” said Kevin 
!-n gan wmnr market econo- 
mist at Dresdner Klemwort 
Benson in New York. 

But later in the morning 
prices rebounded. "Some 
buyers stepped in. and that 
reflects there is still an 
underlying bid for US Trea- 
suries.” Mr Logan added. 

Morning repeals on exist- 
ing home sales for October 
and consumer confidence in 
November suggested a 
strong tone to economic 
growth, which is bearish for 
Treasuries. Home sales rose 
2.1 per cent, while many had 
expected a decline. The con- 
sumer confidence also 
climbed in November, to 
1283, up five points from the 
previous month. 

Later in the day the US 

Treasury was to auction 
Sllbn in five-year notes, a 
day after the $15bn auction 
of two-year notes. Monday’s 
auction was considered 
decent by market watchers. 


Novel offering 
from Belgium 


New international bond issues 


INTERNATIONAL BONDS 


By Samer Iskander 


Belgium yesterday became 
the first country to issue 
domestic government debt in 
a foreign currency, as part of 
its preparations for Euro- 
pean economic and mone- 
tary union. 

The programme, 
announced last month, 
involves issuing bonds with 
s imil ar characteristics but 
denominated in different 
currencies expected to par- 
ticipate in Emu. After the 
introduction of the euro in 
January 1999, the securities 
will become identical to, and 
interchangeable with, exist- 
ing bonds denominated in 
Belgian francs. 


The first foreign currency 
tranche of the programme - 
FFr4 bn of 10-year bonds - 
was increased from FFr3bn 
“owing to the success of the 
launch", according to CDC 
Marches, joint lead manager 
of yesterday’s issue. 

J. P. Morgan, lead manager 
of both tranches, said the 
level of demand would have 
allowed a larger amount to 
be offered. 

The next tranche, in 
D-Marks, is expected to be 
launched in the next few 
weeks. The amounts of the 
three tranches will be 
increased gradually in com- 
ing months to create a liquid 
benchmark with an out- 
standing amount equivalent 
to $8bn-$l0bn. Two tranches 
of the Belgian franc bonds 
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have already been issued, for 
a total of BFr44.6bn. 

“This is a strategic trans- 
action for Belgium,” said 
CDC Marches. “The bor- 
rower has taken a pragmatic 
approach, choosing the 
French franc market ini- 
tially because it was in bet- 
ter shape than the D-Mark 
sector.” 


Roughly 60 per cent of the 
issue was placed with 
French investors, with the 
remaining amount going to 
Scandinavia, the UK and the 
Benelux region. This allowed 
Belgium to diversify its 
investor base - almost 95 per 
cent of existing domestic 
debt is held by Belgian 
investors. 


At launch, the bonds were 
priced to yield ' 17 basis 
points more than the French 
OAT yield curve. This 
matched the yield on the 
identical Belgian franc- 
denominated bonds. In late 
afternoon trading, the issue 
had tightened by a couple of 
basis points from the launch 
spread. 


Investors 
cool on 
Philippine 
offering 


By Justin Marozzi 
In Manila 


The launch of the Philippine 
government’s 3-5bn pesos 
(3102m) 10-year bond issue, 
the first such offering since 
Manila was engulfed by the 
Asian economic crisis In 

Jnly T was undersubscribed 

yesterday, with investors 
holding bade amid market 
uncertainty. 

Of the 2.7bn pesos wrath 
of bids submitted for the 
issue, the bureau of treasury 
accepted l.76bn pesos 
worth, sending the average 
yield shooting up to more 
than 21 per cent. 

The coupon on the latest 
issue was set at 22JS per 
cent. At the last gov ernm ent 
10-year bonds auction,- the 
coupon was 13.8 per cent 
and the yield stood at 13J> 
pcs- cent. 

Caridad Valdeheusa, 
national treasurer, said the 
government had to refuse 
some of the bids because of 
the high rates. 

Analysts said the result of 
the launch was disappoint- 
ing bnt not surprising, 
given the prevailing jitters 
over tiie state of the region’s 
financial »»n9n*h- 

“The market is still very, 
very nervous, which Is why 
there were so few tenders,” 
said Mark Boyne, head of 
treasury at HongkongBank 
In Manila. 

*Tt seems to be convinced 
there wifi be a very high 
overnight rate until the end 
of the year and banks there- 
fore want to keep very 
liquid.” 

Interest rates have soared 
since the peso was effec- 
tively devalued in July, hit- 
ting more than 30 per cent, 
although they have since 
come down to 22-26 per cent, 
Mr Boyne said. 


CAPITAL MAR KFTS NEWS DIGEST 

AT&T Capital deal 
benefits Nomura 


ment in AT&T to 

company. Nomura s principal nnan ^£ tober u»e. 

AT&T for its equipment bonds 

It raised $l+3bn of the proceeds thrown 

securitised against the company 

to pay a further $tfbn in cash and sh:tres for ui equ»> 

investments made by Nomura s . , , h pro , 

over the last two years. However. 
reeds from the disposal will come in the form 
sbS^SvSg NoSura with 13 per ceiti of the enlarged 

share capital of the Canadian 1 eas J*' . .... uu h g 

recently sold the bulk of its Phoem\ UK pubs 
business for an undisclosed sum, and it is , j, J ' 

rung the flotation of its Angel Trains ler ^f s 
on the UK stock market It is also preparing a JutjA goM 
bond issue to refinance its recent acquisition 
Hill, the UK betting company. The bonds 
repay part of a £550m syndicated loan. 

DERIVATIVES 

DTB opens office in London 


Deutsche TerminWrse, the German derivatives exchange, 
has opened an office in London as part of its ln *™“° nal 
expansion plans. The office will serve existing and new 
London-based clients. Of 180 institutions trading on the 
DTB. 30 trade directly from computers in London. 

The opening this week coincided with the eiglith anni- 
versary of DTB’s bund future, a contract In direct compe- 
tition with a similar product traded on the London inter- 
national Financial Futures and Options Exchange. 

DTB’s office is in Cannon Street, in the City of London, 
near Liffe's headquarters. MatiL the French exchange 
that has forged an alliance with DTB and Switzerland s 
Soffex to offer their products on a single trading screen, 
also has a representative office in Cannon Street. 

Samer Iskandar 


SYNDICATED LOANS 


Arab group raises SR300m 


Album rani United Company, sole distributor of Japan's 
Nissan cars in Saudi Arabia and Syria, has signed a 
SRSOOm (ft*? asm ) syndicated loan with a syndicate of 
Arab international banks led by Gulf International 
Rawtr The five-year loan, which can be extended by one 
year, will finance AUC’s working capital requirements 
and ovparminn plans. 'Hie syndicate comprises Al Bank Ai 
Saudi Al Ftansi, Arab Banking Corporation. Arab 
National Ran ir, Barclays Bank, Saudi American Bank and 
Saudi Holland! Bank. Samar Iskandar 
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CURRENCIES AND MONEY 


Yen 


MARKETS REPORT 


By Simon Kiqier 

Hie yen was just above its 
low for 1997 in trading after 
the London dose yesterday, 
following reports that a 
regional Japanese bank had 

failed. 

The collapse over the 
weekend .of the YamaichJ 
bank had already hurt the 
yen, and sent the Nikkei 
stock index falling 5 per cent 
yesterday. 

The yen had dropped to 
Y128 against the dollar over- 
night, a new five-year low. 
4CAST, the economic consul- 
tancy, said the brief break 
above Y128 had taken out a 
large options position, which 
had been slowing the dol- 
lar’s rise in recent days. 

But the Japanese currency 
bounced in London trading, 
helped by rumours that a 
European central bank, pos- 
sibly the Bundesbank, was 
buying it. The yen also 
gained support from hopes 



of bank collapse 


that the ruling Liberal Dem- 
ocratic Party was close to 
agreeing on the use of public 
funds to support Japanese 
banks. One option mightbe 
government purchases of 
preference shares in banks. 

Haruhiko Kuroda, director- 
■general for International 
finance at Japan’s finance , 
mini s t er, said an excessive 
fall in the yen would be bad 
for the Japanese economy. 
Mark Cliflfe. chief economist 
at HSBC Markets in London, 
said Japan also believed that 
an uncontrolled slide in the 
yen would compound prob- 
lems in the rest of Asia, pos- 
sibly prompting farther 
devaluations. 

In late US trading yester- 
day the dollar was at Y127.5 
against the yen, having 
closed in London unchanged 
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at Y126.7. The dollar rose 09 
pfennigs against the D-Mark 

to DM1.744 

The Canadian dollar 
gained slightly after the 
Bank of Canada raised inter- 
est rates. Hie key bank rate 
was increased by 25 basis 
points to 4 per cent, a long 
awaited move. The central 
hank said it bad raised rates 
in response to the enduring 
weakness of the Canadian - 
dollar, which has been at 
two-and-a-half year lows 
against the US dollar. 

The Canadian dollar 
firmed 02 cents against the 
US dollar to CS1.4IS. 

Currency strategists said 
that yesterday's pre-Bndget 
speech by Gordon Brown, 
the UK chancellor, hinted at 
only modest tax rises and 
therefore suggested that 
high interest rates would 
continue to bear the burden 
of slowing the economy. 

■ The Korean won dropped 
3S per cent to 1.121 against 
the dollar, hit by japan's 


Staffing : ;-*V . ; 
AdainBtihayen'V per $5 



problems a nd by the fan in 
the yen. 

David Simmonds. emerg- 
ing markets economist at 
Citibank In London, noted 
shaky sentiment over Rus- 
sia. prompted by fears that 
interest rates might rise, 
linked with the uncertain 
international outlook, and 
Russia’s pTannpri move to a 
more liberal foreign 
exchang e regime in January. 


■ Will Japanese investors 
have to repatriate capital 

from abroad in order to deal 
with their crisis at home? 

HSBC Markets argues not 
It estimates that Japanese 
investors own just under 
$250bn In US Treasury notes 
and bonds - more thaw any 
other country, and enough 
to prompt a sharp fall in the 
dollar against the yen were 
it to be sold oft 

But, says HSBC, it is 
important to note who these 
investors are. The Bank of 
Japan, HSBC estimates, 
holds between SlOObn and 
$l50bn of Treasuries; life 
insurers between S50bn and 
$70bn; and Kampo. the post 
office savings fund, probably 
less than SlObiL 
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HSBC says that Japan’s 
government may raid state- 
owned Kampo to finance a 
rescue of banks. But the 
Bank of Japan’s Treasury 
holdings were strategic for- 
eign exchange reserves. 
“The use of such reserves for 
domestic reasons is, to say 
the least, unusual in peace- 
time and we do not expect it 
to happen now." 

The life Funds hold Trea- 
suries because these offer 
high returns. “The Japanese 
government is not going to 
fund any lifeboat by borrow- 
ing from the life funds,” says 
HSBC 

Japanese banks may stop 
buying short-term US debt, 
of which they are among the 
largest holders. However, 
this would be nowhere near 
enough to prompt a rise in 
the yen against the dollar, 
says HSBC. 

Any lifeboat for Japan's 
hanks, it concludes, “will be 
(mostly) fhnded from domes- 
tic -sources, not by selling 
Treasuries.” 
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-0/44 5S4 - 707 

248210 

247220 

247.183 

2 A 

246.1 

22 

240.722 

18 

772 

Spain 

117871 

-02207 806 - 938 

122509 

117717 

117534 

32 

11635 

22 

114896 

23 

052 

Sweden 

23882 

-02086 672- 391 

15798 

22660 

22501 

6.1 

13357 

55 

22452 

52 

1082 

SwtCartand 

- 

. 

. 

- 

. 

. 

. 

- 

- 

_ 

1032 

UK 

1.4787 

-02034 771 -802 

1/4640 

1/4768 

1/4747 

32 

1/1675 

32 

1.4365 

22 

- 

Ecu 


(Seri) 

(Bfr) 

(DKrJ 

too 

m 

(DM) 

(DO 

to 

« 

(U=r) 

P) 

(NKO 

(ES) 

(P*a) 

(SKO 

(SFf) 

« 


125720 

350680 

65382 

50644 

55371 

1.7437 

273535 

1/4820 

170655 

155680 

15652 

7.1027 

171200 

147585 

75081 


+0.0583 697-743 
+0.1 77 440 - 820 
+05308 372- 392 
+05241 614 - 674 
+05273 362 - 390 
+05084 434 -438 
+1.465 280 - 380 
-05082 804 - 836 
+755 820 - 960 
+0.177 440 - 920 
+00086 647-866 
+05494 020 - 034 
•1.15 150 - 250 
+0785 360 - 410 
+05417 086 - 116 


- 1235208 


SORT 


15813 1.6781 
15747 15634 
2.4035 25778 25756 


25531 +00135 518 - 544 2/4582 24346 24479 

PKS) 125911 -05923 679-943 135733 125744 135007 -05 
132 517 • 167 64.7860 645450 
55405 -05323 325 - 485 55480 55321 

(Y) 214523 -0.151 226 - 420 216530 212520 212588 


USA 


1.8805 

PadftcMddto EaatMMe* 

Australia 

(AS » 

2/4531 

Hong Kong 

ff«S) 

122911 

tadfa 

Ps) 

643842 

teMl 

(ShkJ 

52405 

Japan 

m 

214323 

Matoyste 

9m 

52820 

NfarZaatond 

P2S) 

17208 

PfiSppinaa 

(Peso) 

58.1454 

Stored Arabia 

(iSFQ 

63032 

Singapore 

<SS) 

16821 

South Africa 

(R) 

8.1504 

South Korea 

(Won) 

1885.10 

Taiwan 

PS) 

54224? 

lhanend 

m 

67.1034 


55143 55489 5.6632 -02 
2.7254 17068 27203 


55320 +05087 530 - 710 

2.7206 +05087 188 - 228 

(Paso) 511454 -0.1613 889-238 58.7405 575656 58.7329 -12.1 
65032 -0.0448 018-045 65440 85951 65856 

2.6821 -05107 789 - 842 2.7065 2.6736 25864 -15 

8.1504 -05405 464 -544 8.1963 11389 65134 

1885.10 +6257 434 - 586 190155 183352 

[73) 545247 -02682 065 - 428 512929 545793 545590 

(BO 67.1024 +057B3 064 • 964 67.1990 6&S210 67/4860 -65 

t Raw tar Nn 34. BUM* «naea n ms Ftorel Spot tab* show only am M tas MW tarn 
MTO* 1900 - HO Mu irtrtrt 1055.91 Mb. mid apt* wmb rod to-diPM* hi boOiSta and 
CLG8MQ SPOT aid FORWARD RAW WML tana rtum *» ranted by the F.T. 

The mchango mbs printed h tM trite as eta artrtteon fee Hem* ■ w/Tjj— 


- 

- 

- 

- 

- 

- 

Argentina 

Peso) 

- 

- 

• 

• 

- 

- 

Brad 

P$) 

32 

13821 

35 

23102 

11 

819 

Canada 

tCS) 

-152 

143542 

-14.7 

15.7068 

-135 

- 

Maks (New Faso) 

12 

12734 

12 

12629 

12 

106.7 

USA 

PI 







PatiScMdcfle East/A 

15 

24373 

16 

2393 

24 

872 

Auetrafca 

VP 

-02 

133761 

-16 

134302 

-34 

- 

Hong Kong 

(HKS) 

- 

- 

. 

- 

- 

- 

tatfia 

ffW 

• 

- 

- 

- 

- 

- 

Israel 

(St*| 

74 

210363 

74 

199218 

73 

119.7 

Japan' 

ID 

-02 

52864 

-1.7 

623 

-19 

- 

Malaysia 

(MS 

02 

17196 

02 

17199 

03 

1062 

New Zealand 

(NZS) 

-111 

604888 

-16.1 

66251 

-133 

- 

Pfripptoss 

(Paso) 

14 

02824 

• 13 

62153 

■14 

■ 

Saudi Arabia 

PR) 

-12 

22824 

• 02 

16627 

0.7 

. 

Sngapcre 

(SS) 

-03 

8309 

-72 

8.7146 

-63 

- 

South Africa 

m 

• 

- 

- 

- 

- 

- 

Sorih Korea 

Wfan) 

14 

544472 

13 

519119 

13 

- 

Taiwan 

rrs 

-62 

672466 

-44 

702133 

-43 

- 

Thtabnd 

(Bfl 


1/4092 +05049 088 - 095 
15805 -0.012 802 - 808 
1.13© -05055 355 - 375 
0.72912 

09999 +0.0001 999 - 999 
1.1104 +05016 103 - IDS 
1/4182 -05026 178 - 184 
85390 +05075 340 - 440 


1.4597 +05183 582 • 603 
7.7305 +0.0003 300 - 310 


Day's mid 
h#i taw 

11279Q 122113 
155960 35.7B7D 
65431 66054 

55688 55413 

55407 55082 
1.7448 1.7353 

271500 271530 
1/49© 1/4885 

171028 170150 
355850 35.7870 
15667 15551 

7.1078 75427 
178580 177220 
147500 146500 
7.6166 75688 

1/4121 
15915 
1.1410 


One m o rtal 
Rets MPA 


Throe mortals Onsyaar IP Morgan 
Rria MPA Mb MPA hvlax 


1/4020 

15783 

1.1345 


05BBB nanoo 
1.1108 1.1097 


run) awn 


7.7325 7.7295 


(M 385125 +05225 000-250 385550 311400 


35350 +0506 306 - 381 
127535 +0515 500 - 570 
3/4883 +05305 835 - 930 
15190 +05166 181 - 200 


35410 35305 


+0.15 000 - 000 355000 34/4000 35503 - 


15015 15905 
455B7 45415 


toe Oofar trite ae darted hum TW VMWBITMi 


17508 +05001 506 - 509 

15960 +0505 950 - 970 

4.8500 +05105 4© - 515 

(Man) 1121.75 +0955 150 - 200 112550 110550 

05) 325050 +0572 000 - 100 32.7060 32/4000 32516 

00 +053 800 - 800 395900 395500 

t BDR nto per $ fa Now 24. Bufoder apraade h toe Data Soot table ear erty toe tat dm deem place*. UK. hatand & ECU we isioMd h 
US cunaicy. IP. Morgai nom in e Enricos tar 2t Base arerega iMMOa 
The a dangi rates p i tided n Bn table ae tao ovate** a on toe haemal U bttp^AvmeJTxom 


122494 

12 

112105 

23 

11Q565 

1.7 1025 

35287 

24 

35.7755 

2.1 

353205 

13 1013 

62289 

11 

62069 

13 

65396 

15 

104.1 

5253 

16 

52351 

22 

5.1749 

1.7 

817 

52256 

14 

52051 

12 

5.7288 

13 1054 

1.7404 

13 

1.7346 

11 

1.7118 

12 

1032 

275335 

-114 

290585 

-105 

296585 

-85 

617 

14809 

02 

14905 

04 

1497 

-03 

. 

170937 

-0.7 

171025 

-03 

170047 

05 

753 

35297 

24 

3&77S5 

11 

353205 

12 1023 

13613 

14 

13546 

11 

1229 

13 1012 

7380 

13 

7387 

23 

6395 

15 

917 

178.11 

02 

177245 

02 

1762 

1.1 

924 

147314 

02 

147.069 

03 

14524 

12 

783 

72006 

13 

75865 

12 

75564 

17 

818 

1.4042 

43 

13958 

32 

13583 

3.6 1016 

12779 

13 

1.6734 

1.7 

12529 

1.6 1042 

1.1379 

-14 

1.1403 

-13 

1.1506 

-12 

- 

14158 

23 

141 16 

12 

13977 

14 

825 

838 

-17.6 

8578 

-185 

9504 

-114 

. 

- 

- 

- 

* 

* 

■ 

1073 

14589 

17 

14563 

03 

1.4456 

12 

892 

7.748 

-17 

72143 

-43 

11255 

-11 

: 

12634 

52 

125.71 

5.7 

12053 

55 1214 

34943 

-11 

35178 

-34 

32483 

-43 


12221 

-23 

12Z75 

-2.1 

12463 

-1.7 


35303 

-143 

36.1485 

-173 

402625 

-112 


17521 

-04 

17544 

-04 

3.7604 

-03 


1201 

-32 

1203 

-13 

1.611 

-03 


4295 

-11.1 

43655 

-85 

52725 

-17 

- 

31516 

-04 

325375 

-0.4 

322175 

-03 

. 

4022 

-8.7 

40545 

-62 

42.48 

-14 

• 


WORLD INTEREST RATES 


MONEY RATES 

Novambrt 25 Owr 

right 

One 

month 

Ttvea 

mths 

ax 

mths 

One 

year 

Lamb. 

ffir. 

Dts. 

rare 

Repo 

rate 

Belgium 


3Vj 

TPk 

3* 

4V. 

820 

2.75 


France 

3fe 

3? 

3* 

3% 

4 i 

3J0 

- 

4.60 

Germany 

3i 

33 

35 

3£ 


4.50 

250 

330 

Jmfand 


K 

6,’, 

8i 

8i? 

- 

- 

575 

Italy 


Bi 

62 

5Tt 


7.75 

625 

WE 

Netherlands 

2* 

3£ 

au 

37* 

*i 

- 

175 

330 

Swftzrttext 

m 

IS 

IS 

2i 

2{, 

- 

1.00 

_ 

US 

SS 

5% 

5S 

5? 

SS 

- 

520 

- 

Japan 

X 


% 

» 

A? 

Vr 

- 

050 

- 


SS 


S3 

6 

- 

- 

_ 

544 

149 

155 

556 

- 

- 

- 

4i 


« 

4£ 

- 

- 

- 

32 

3^ 

3S 

4i 

- 

- 

- 


■ S UBOR FT London 
Wwtraik FUtog 
US Dote- CDs 
ECU Linked Da 
SOR Urtoed Da 
S UBOR HBtnk bdro 
reference banks m flam 
MtsubeM. Boichqw ana 
MB rase are oven tor the demotic Manor Raas- USS CDs, ECU A son latad Depose EM 

EURO CURRENCY INTEREST RATES 

Nov 25 Short 7 days One Three Six One 

term raotce month months months year 


or offered rates for SlOm quoted to the nowi h, Mur 
woattiB Oey. The bra fa r m Bnlara Trust, Bank of Tokyo 


Belgian Franc 

3 ri- 

3k 

3k' 

■3ft 

3ft 

-3ft 

312 

-311 

3H- 

312 

4ft ■ 

4ft 

Danish Krone 

sk - 

3ft 

3k 

3k 

3k 

-3k 

4ft 

-311 


Aft 

4ft ■ 

■»Ji 

German Mart 

3& ■ 

3ft 

» 

3Q 

4 - 

3E 

3» 

3)1 

30 . 

312 

4k 

-4 

Dutch GuicUr 

3k ■ 

2k 

3ft 

■3ft 

3ft 

- 343 

3k 

3k 

312 - 

312 

4k 

- 4 

French Franc 

313- 

3)i 

3 ll 

■3l 2 

3£ 

-3Ji 

& 

3ft 

3)2- 

314 

4ft- 

3)2 

Portuguese Esc. 

*ii- 

4JS 

5k 

Sft 

5* 

-5ft 

5k 

5ft 

5ft 

-5 

4if- 

4fi 

Spanish Peseta 

SL 

- 5 

Si- 

■5ft 

5k 

-5 

5 - 

4 a 

4k- 

412 

4$i 

4|l 

Staring 

7k 

- 7 

7 V 

■ 7ft 

7ft 

-711 

7fi 

7ft 

7»- 

7)4 

rk - 

7k 

Swob Franc 

1k- 

ik 

2 A 

1 u 

ik 

- Ik 

2ft 

ill 

2k 

. "1 

2ft - 

2ft 

Canadtan Dtriar 

313 • 

3)i 

3k ■ 

■3k 

3k 

-3k 

4ft 

3 12 

4ft- 

4ft 

4k - 

4k 

US Doiar 

SB- 

SB 

Sft- 

SB 

sll 

■5ft 

5k 

5k 

5B- 

53 

6- 

5k 

Kalian Ura 

6>2 - 

&>4 

6JJ- 

■6k 

BA 

- 6ft 

6,1 

6ft 

58- 

512 

513- 

5k 

Japanese Yen 

B- 

A 

k 

ll 

k 

ft 

k 

ft 

11- 

k 

A - 

A 

Afean SSmg 

5k - 

5^2 

6k • 

S% 

5k 

■Sit 

5k 

Sly 

5k - 

Sk 

5k - 

5k 


Short tern ndee are cnl tor the US Dota and Yen. othera two (toys' roUco. 

■ THREE MOUTH fOB PUTURgg (MATIF)Parts tnurbonk ottered rata 



Open 

Sattprfee Change 

H&i 

Low 

EsL vo l 

Open Int 

Dec 

9126 

9626 

+0.02 

9627 

9624 

1765 

51.799 

Mar 

91D5 

9107 

*0.07 

96.08 

96.03 

11905 

57.590 

Jun 

85.64 

8165 

+0.01 

95 87 

95.82 

2.762 

31211 


■ THREE MOUTH BIRO— AWK FUTURES (1JFFB* DMIm posits of 100M 



Open 

Sen price Change 

rtgh 

Lent 

&4. vet 

Open tat. 

Dec 

9118 

9620 

+022 

8621 

9117 

22530 

294530 

Mar 

9106 

96.09 

+0.03 

96.10 

96.04 

40328 

320854 

Jun 

9165 

9529 

+0.03 

9SJ99 

95.84 

37558 

294390 

Sep 

9166 

95.71 

+0.03 

9172 

95.65 

24992 

216491 

■ MB MONTH nmOMARK FUTURES (UFFET DM3m 

potato of 100 % 


Open 

Sett price Change 

High 

Low 

EsL voi 

Open M. 

Dec 

9116 

9116 

. 

96.16 

96.16 

900 

€249 

Jan 

- 

9130 

- 

- 

. 

0 

600 

Feb 

■ 

9623 

- 

- 

- 

0 

100 

Mar 

- 

9115 

- 

- 

- 

0 

100 

■ TWEE UOH1H EUROURA HUVRBS (UFFQ- LTOQOfn potato ol 100% 


Open 

Seri price Change 

Ugh 

Low 

Est vd 

Open taL 

Dec 

9321 

93.89 

+0.07 

93.90 

93.60 

S1 144 

114686 

Mar 

94.60 

94.67 

+0.06 

94.68 

94.56 

25088 

116796 

Jun 

9107 

95.14 

+0.05 

9114 

9104 

17348 

124928 

Sep 

9119 

9528 

+0.06 

9528 

95.19 

5607 

69326 

■ THREE MONTH EURO SMBS FRANC RRUR8S (UFFQ SFrlm prints of 100% 


Open 

Sett price Change 

High 

Lour 

Esc voi 

Open Int. 

Deo 

97.95 

97.93 

- 

97.95 

97.89 

4062 

69605 

Mar 

97.91 

9722 

+0.03 

97.94 

97.B6 

10327 

46120 

Jim 

97.76 

97.79 

+024 

9721 

97.72 

5257 

32024 

Sep 

97.60 

97.64 

+0.05 

07.66 

97.58 

755 

17160 

■ THREE MONTH EUROYEN FUTURES (UFFE) YlOOm 

points ol 100% 


Open 

Sett price Change 

High 

Low 

Eft. voi 

Open irrt 

Dec 

- 

99.41 

-0.08 

. 

. 

0 

n/a 

Mar 

- 

99.49 

-024 

. 

. 

0 

n/a 

Jm 

• 

99.49 

-101 

- 

- 

0 

n/a 

■ THUS MONTH ECU FUTURES (UFFQEculm potato of 100% 



Open 

Sett pnee Change 

High 

Low 

ESI. voi 

Open int. 

Dec 

9137 

95.41 

+0.06 

B5A2 

85.35 

1793 

8862 

Mar 

9133 

9537 

+024 

9138 

9531 

455 

6930 

Jun 

95.30 

9135 

+0.04 

95.36 

9130 

334 

6293 

Sep 

9525 

9131 

+0.04 

95.31 

9525 

266 

7118 


• UPFE Mures aten traded on APT 

■ EUROURA OPTIONS (LUTE) LI 000m potato of 100% 


Strike 

Price 

Dec 

- CALLS - 
Mar 

Jun 

Dec 

- PUTS - 
Mar 

Jlta 

8375 

0.18 

095 

1.41 

0.04 

0.03 

o.oa 

9400 

025 

0.72 

1.17 

0.16 

005 

0.03 

9425 

021 

0.51 

094 

037 

009 

0.05 


EeL vdL total. Cafa 9009 Pure 4574. Previous day's open rt_ Calls 233804 Pu» 134590 


CROSS RATES AND DERIVATIVES 


EXCHANGE CROSS RATES 

Nov 25 Bfr DKr Ffr 

DM 

K 

L 

Ft 

NKr 

Es 

Pta 

SKr 

SFT 

C 

cs 

S 

Y 

Ecu 

Belgium 

(BFr) 

. 100 

1146 

1623 

4448 

1.863 

4751 

1484 

19.75 

4914 

4008 

21.18 

1918 

1654 

1943 

2.780 

3546 

1446 

Denmark 


54,18 

10 

8.793 

2527 

1.010 

2574 

2.060 

1070 

2614 

222-0 

11.46 

2.123 

0696 

2.138 

1606 

192.1 

1526 

Franca 

IF*) 

B1.82 

1127 

10 

2.987 

1.148 

2928 

1367 

12.17 

3013 

252.5 

1104 

2A14 

1619 

1430 

1.713 

2185 

1607 

Germany 

(DM) 

2063 

1807 

1348 

1 

0384 

9602 

1.127 

4.073 

m2 

8412 

4J364 

0608 

0341 

0613 

0674 

7114 

0605 

Intend 

TO 

5166 

9904 

8.709 

2.602 

1 

2550 

ZS32 

1060 

2818 

2119 

11J5 

2.103 

0888 

zne 

1.482 

1906 

1513 

Italy 

M 

2.105 

0388 

0342 

0.102 

0039 

100 

0115 

0416 

1043 

1625 

0445 

0062 

0035 

0.083 

0059 

7.463 

0052 

Netherlands 

TO 

1130 

3.378 

2270 

0887 

02*1 

869.8 

1 

1614 

SOB8 

7100 

3672 

0717 

0303 

0722 

0608 

8460 

0448 

Norway 

(NKr) 

5064 

9246 

1218 

2.455 

0244 

2406 

2-787 

10 

2509 

207.5 

1071 

1^84 

0838 

1.987 

1/408 

1796 

1538 

Portugal 

(EsJ 

20.18 

3.725 

1276 

0.973 

0378 

9SB.0 

1.103 

3886 

100 

82.71 

<270 

0-791 

0334 

0796 

0661 

7167 

0494 

Spain 

(PW 

24.40 

4.504 

I960 

1.183 

0455 

na 

1.333 

4.819 

120.9 

100 

1163 

0966 

0404 

0962 

0679 

8863 

0607 

Sweden 

«SKi) 

4727 

172* 

7.871 

2292 

0.881 

2248 

0583 

9334 

2342 

1917 

10 

1-BS2 

0782 

1664 

1614 

187.8 

1.156 

Switzartand 

(SFf) 

2SJ52 

4.T11 

4.142 

1237 

0478 

1213 

1^95 

5JH0 

128/5 

104.6 

5,400 

1 

0422 

1.006 

0710 

9060 

0624 

UK 

CO 

6044 

11.16 

920B 

2230 

1.126 

2872 

1303 

11.94 

299.5 

247.7 

12.79 

3368 

1 

2683 

1681 

2145 

1/479 

Canada 

<C8 

25.36 

4.681 

4.11B 

1230 

0473 

1205 

1.386 

1008 

1217 

1019 

ISffi 

0204 

0.420 

1 

0.705 

8933 

0620 

USA 

TO 

3197 

1638 

5.837 

1.744 

0570 

1709 

1565 

7.106 

1712 

147,4 

7608 

1.400 

0695 

1A1B 

1 

1275 

0.880 

Japan 

M 

2120 

5205 

4577 ' 

1267 

0228 

1340 

1J41 

5u560 

1307 

1158 

1966 

1.105 

0467 

1.112 

0.784 

100 

0660 

Ecu 


4088 

7344 

1834 

1282 

0762 

1942 

1233 

1072 

2021 

167J 

1648 

1602 

0*76 

1.612 

1.137 

1446 

1 


Onto Kroner, French Fmc. tawetai tan*, art S auc lta tanor 
! HMM) DM 125,000 par DM 


pw 10b Bstean Franc, Yen. Fsnri o. Ua rod 


per ioa 


(1MM) Yen 125m per Yen 100 


Dec 

Mor 

Jun 


Open 

Laea 

Change 


Low 

Eat. vd 

Open frit. 


Open 

Udast 

Change 

Hl^l 

Low 

06763 

06747 

-60010 

05768 

06740 

11.788 

61213 

Oac 

07908 

0,7896 

-06012 

07931 

07833 

06800 

05777 

-00009 

06780 

05771 

427 

3616 

Mar 

0601 4 

08015 

-0.0007 

08027 

0.7960 


06803 

-00009 

- 

05803 

5 

2690 

Jun 
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X^elstra 

Telstra Corporation Limited 


NYSE Symbol: TLSPP 


SPONSORED AMERICAN DEPOSITARY 
RECEIPT (ADR) FACILITY 


Established by 


THE 
RANK OF 
NEW 
YORK 


virifVw.baukofny.com/adr 


This announcement appears as a matter of record only. 
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Commerzbank Overseas Finance N.V. 
USD 200,000^)00 Floating Rate Notes 
of 1993/2005 

in accordance with the provisions of the Notes the following 
notice is hereby given: 

Interest Period: November 24, 1997 to May 28, 1998 
(183 days) 

Interest Rate: &.S0625 % p-a. 

Coupon Amount: USD 142.49 per USD 5,000 Note 
USD 2349.84 per USD 100.000 Note 
Payment Date: May 26. 1998 

Frankfinr/Main. November 1997 

COMMERZBANK & 


GLOBAL EMERGING MARKETS INVESTMENT COMPANY 
Socidti tnnvHSfcsomat 8 Capua! Vanabta 
Stags soefek 47. Bottevard Royal. L-244S Linrnbawg 
R.C. Lutembowg B 47732 

NOTICE OFKETMG 

DBerShenhoUer. 

We haw the ptaawre of inviting you ta attend the Annuel General Meeting of 
Bhamhobfeto, whitfi wil be held on Decembv 4. 1937 eliLOQ un. al iha rsgstared 
office al 47 Boulevsid RoyaL L-2449 Luxemboutg. wtti the toBowng agenda: 
AGENDA 

1 Presentational fee reports rt the Board ot Direcws end d the Auckoc 

2. Apprwfert ihe telaice sheas, pfttt awl tore sccourtt as otSeptertieraO.^ 1997 
end the aRxation of the net pmffis. 

3. Discharge 15 be yanad to the Drectus tar the financial year ended September 

4. Acfron on nomtaafcn foe the electfen ot the Diifasors anl the Audfrtas lor frie 
ensuing year. 

5. Any other bustnoss which may be property brought before #» meetng. 

11a Btareholdefsaie advised taal no quonm lor the DeiRS ol 8» agenda b requbwl. 
and Tot ttie decisions vrtt be ahan at ihe majority wxa ol We shares present m 
repmstaied aithe Meeang. Each stam is entUed to one vote. A shareholdar may act 
al any W a n ting by proxy 

By otdero* the Board olDvecsms 








COMMODITIES AND AGRICULTURE 


Oil softens on Saudi minister’s comments 


By Robert Corzine in Jakarta 

Oil prices softened yesterday as 
Saudi Arabia again hinted that it 
wanted a substantial rise in the 
production ceiling of the Organi- 
sation of Petroleum Exporting 
Countries. 

Ali Naimi, Saudi Arabia's oil 
minister, said he was confident 
that world oil markets could 
absorb Opec output of more than 
27m barrels a day. given the con- 
tinuing growth in worldwide 
petroleum demand. 


The price of Brent Blend for 
January delivery, the world’s oil 
price bellwether, slipped 3 cents 
to $19.09 a barrel in late trading 
on London’s International Petro- 
leum Exchange, in large part in 
reaction to the Saudi minister’s 
comments. 

Mr Naimi made his remarks on 
arrival in the Indonesian capital 
for the formal opening today of 
Opec’s winter meeting. However, 
not all Opec countries are expec- 
ted to welcome the Saudi minis- 
ter's suggestion. 


Some would prefer that the 

organisation maintain its recent 

policy of “not rocking the boat". 
They noted that debates on new 
ceilings and revised national pro- 
duction quotas are traditionally 
the toughest task faced by Opec. 
and threaten to re-open old fis- 
sures and differences within the 
exporters’ group. 

Others argue that Opec’s credi- 
bility has already been strained 
by over-production. This has 
resulted in average output this 
year of more than 27m barrels a 


day. compared with a formal ceil- 
ing of just over 23m b/d. Some 
recent estimates show the group's 
overall output edging up towards 
28m b/d. 

Some delegates said they would 
wait to see how forcefully Saudi 
Arabia made its arguments in the 
closed ministerial sessions before 
deciding their reaction. “It 
depends an how hart they want 
to push it," one delegate said. 

Saudi Arabia, Opec’s dominant 
member and the world's biggest 
oil exporter, has generally been 


reluctant in recent years to be. 
seen as forcing policies on its fel- 
low opec members, though Saudi 
officials have in private been criti- 
cal of "quota cheaters”. 

However, the disregard of quo- 
tas by some states, such as Vene- 
zuela, has proved to be a constant 
irritation to the big Gulf produc- 
ers - Saudi Arabia, Iran, Kuwait . 
and the United Arab Emirates - 
which have generally stuck fairly 
closely to their allocations. 

Industry observers note that a 
pro rata increase would benefit 


most the three big Gulf Arab 
producers, which between them 
own- virtually all the spare 
production capacity within the 
organisation as well as the world 
at large. 

However, the potential down- 
side of such an action Is that it 
could lead to lower prices. Mr 
Naimi's upbeat comments yester- 
day in Jakarta about world petro- 
leum demand next year seem 
intended to dispel fears that such 
a move would be bearish for oil 
prices 


Bigger EU a 
test for sugar 


Egyptian gas deal with Turkey at risk 


By Gary Mead 

The expansion of the 
European Union to include 
central and eastern Euro- 
pean countries - the first 
wave of which mig ht join in 
2002 - will mean a large- 
scale shake-out of the 
enlarged ElTs sugar produc- 
tion, delegates to a London 
sugar conference heard yes- 
terday . 

As well as a consolidation 
of the industry, the acces- 
sion of eastern and central 
European states to the EU 
will also require transitional 
mechanisms to help iron out 
large price differences in 
agricultural products - 
which in the case of sugar 
beet are as much as 50 per 
cent - between original and 
new EU member states, said 
Simon Harris, corporate 
affairs director of British 
Sugar. 

Mr Harris told those 
attending the London-based 
Internationa] Sugar Organi- 
sation's conference on Euro- 
pean sugar that “the dis- 
torted nature of world 
markets for sugar . . . and 
the capital intensity or the 
sugar industry” meant that 
sugar producers faced an 
unusually testing tirng both 
before and during tbe EtTs 
enlargement. 

The first wave of eastern 
and central European new 


COMMODITIES PRICES 


members may include the 
Czech Republic. Estonia. 
Hungary. Poland and Slo- 
venia. Their inclusion would 
almost double the number 
of people employed in agri- 
culture in the EU. to 
perhaps 17m. 

Mr Harris said the process 
of factory rationalisation 
and financial concentration 
in Europe's sugar industry 
still has far to go, even 
though the EU has seen the 
□umber of its beet factories 
halved since 196S - from 312 
to 155 - when the EU sugar 
regime was introduced. 

Delegates also heard that 
Russia expects to import 
"not less than 13m tonnes” 
of raw sugar in 1993. the 
same as in 1996 and 1997. 
according to Vasiliy Severin. 
chairman of the country'6 
union of Sugar Producers. 

In its latest report, sugar 
analyst Czamikow forecast 
that Russia faces a poor 
sugar beet harvest in 1997-98, 
with sugar production down 
to l.48m tonnes, compared 
with 1.87m tonnes in 1996-97. 

Mr Severin said that in 
spite of current production 
problems - 17 new sugar 
mills need to be built and 54 
out of file currently existing 
95 require upgrading - Rus- 
sia intended producing 5.2m 
tonnes of sugar by 2005, with 
the aim of eliminating the 
need for imports. 


L eading gas producers 
fear a deal to export 
lObn cubic feet of 
Egyptian liquefied natural 
gas a year to Turkey could 
be jeopardised if Egypt pro- 
longs pricing negotiations. 

The two countries drew up 
a framework agreement in 
1996. Egypt is due to start 
supply in 1999, but has failed 
to agree on a price that 
remains competitive with 
Turkey's six other suppliers 
without undercutting Egyp- 
tian domestic prices. 

“If we don't sign with Tur- 
key, we may lose it,” said 
the chairman of one multi- 
national company with gas 
operations in Egypt "There 
is a political problem, of 
exporting gas at a price 
below the current domestic 
price. And Egypt has a diffi- 
culty in knowing how that 
domestic demand will go." 

The state Egyptian Gen- 
eral Petroleum Company 
(EGPC) estimates Egypt's 
gas reserves at 26.000bn cu 
ft, although the figure is 
thought by some companies 
to be as high as 40 ,000b n to 
45,000bn cu ft. 

Leading companies, many 
already well-established as 
oil producers in the country, 
are expected to invest up to 
$2bn in gas exploration and 
production in Egypt In the 
next three years. 

Current gas production 
stands at 1.6bn cu ft a day, 
but it is expected to increase 
70 per emit by 2000. Pricing 
has become the most conten- 
tious issue. 
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A deal would boost on companies suffering reduced output 


"The different views of the 
companies are holding-up 
negotiations,” said Sami 
Shaheen. EGPC vice-presi- 
dent for agreements. "I sell 
the gas domestically at a cer- 
tain price, and I can't sell 
outside the country at a 
lower price. We are not risk- 


ing losing the deaL We have 
to sell the gas at the right 
price." 

Gas sells at E£0.17 ($0.05) a 
cubic foot in Egypt. Foreign 
companies operating in both 
oil and gas sectors are now 
regularly updating estimated 
reserves, and are generally 


of the view that they win 
effectively be compensated 
for depleting oil reserves by 
a gas bonanza. Gas produc- 
ers operating in Egypt 
regard Turkish gas prices as 
the effective benchmark due 
to the level of Turkish can- 
sumption. 

LNG prices are normally 
linked to a selection of crude 
oil prices, closely linking oil 
companies' investment strat- 
egies in the gas sector -to the 
ofl price. For Egypt the gulf 
between domestic and world 
gas prices is becoming an 
increasingly intractable 
issue, heightening pressure 
from companies for EGPC to 
set a consistent price. 

"There is a gas price. If 
there was ever an interna- 
tional market, it’s in Tur- 
key." said a senior executive 
of one leading foreign com- 
pany In Cairo. Turkey hopes 
to achieve economic growth 
of 4-5 per cent over the next 
decade, and increased 
energy consumption is 
regarded as key to its strat- 
egy. Domestic gas demand is 
expected to rise to some 
60bn cu ft a year by 2010. 
from 8bn cu ft 

Turkey now has agree- 
ments with Russia, Iran, 
Turkmenistan, Qatar, 
Nigsia and Iraq (dependent 
on the UN lifting sanctions) 
to import 235bn cu ft in a 
variety of agreements cover- 
ing 10 to 25-year periods. 

The Egyptian deal would 
boost oil companies operat- 
ing in Egypt experiencing 
reduced output from deplet- 


ing ail reserves. Amoco of 
the US, the largest oil opera- 
tor, is expected to see pro- 
duction fall to uneconomical 
levels of around 100,000 bar- 
rels a day by 2002, an annual 
drop of 25 per cent. 

. Eni of Italy, Repsol of 
Spain, BG of the UK. UK- 
Dutch Shell and Amoco have 
formed joint ventures with 
smaller companies for gas 
exploration, in particular in 
.fields off the Nile delta. 

A total of 25 gas finds have 
been made since January 
1996, with Amoco holding 
the largest net acreage in 
the delta fields. 

The main concern is the 
companies' failure to estab- 
lish a reliable pricing sys- 
tem, which would help cre- 
ate a regular market. 

"The gas market is 
re gional . You can't transport 
it too far. utOpbb you liquefy 
it,” said Gary Bose, 
vice-president, asset manage- 
ment at Amoco Egypt, which 
has $300m invested in the 
delta. On November 4, it 
signed a deal with EGPC to 
extract up to 2,Q00bn cubic 
feet of gas from the Ha'py 
field and pump it to a pro- 
cessing plant it is building 
with. Eni's local subsidiary. 

Amoco is in discussions 
with EGPC on building a 
Slbn gas hqueficatian plant 
on Egypt’s north coast. It 
plans to link three gas fields 
and pipe the gas to the plant, 
spreading the cost among 
several producers. 

Mark Huband 


Coffee up 
despite 

supply 

outlook 


By Gary Mead 

Coffer futures on the 
London International Finan- 
cial Futures Exchange were 
moderately firmer yt&wr- 
day. following a late rally tn 
coffee prices on New \orits 
Coffee. Sugar and Cocoa 
Exchange on Monday- 

Liffe’s January robusta 
contract ended 520 higher, 
at $1,602 n tonne, but trad- 
ers said that the current 
abundant supply outlook for 
1997-98 was still overhang- 
ing the market, ruling out 
any obvious grounds for a 
stronger surge. 

Trading in coffee futures 
on the CSCE yesterday was 
also quieter, although that 
was attributed by specialists 
partly to the exchange being 
closed on Thursday and Fri- 
day this week for a public 
holiday. Tbe CSCE’s March 
arabica contract was down 
1.35 cents to 153 cents a 
pound by midday. 

The fragility of sentiment 
surrounding gold was Indi- 
cated again yesterday as tbe 
London afternoon "fix" of 
$300.70 an ounce slipped SI 
from the morning. 

The observation on Mon- 
day by Eddie George, gover- 
nor or the Bank or England, 
that gold was now "seen as 
the bottom of the pile" of 
assets continued to rever- 
berate. Specialists felt that 
$300 would soon be tested, 
and tbat thereafter the early 
low of 5284.75 would pro- 
vide the next crucial 
marker. 

On the London Metal 
Exchange three-month cop- 
per failed to sustain an early 
rally to Si.900 a tonne, 
although it still dosed up 
£11 on Monday, at S1.873 a 
tonne. Other base metals 
were weak performers, with 
zinc particularly badly hit; 
last week’s rally petered out 
entirely and it closed S55 
lower at $1,153. 


• ■’ flr n- 

rj 


BASE METALS 

LONDON METAL EXCHANGE 

(Prices Item Amalgamated Metal Trading) 

■ ALUMINIUM. 98.7 PURITY (S per tonne) 


Precious Metals continued GRAINS AND OIL SEEDS SOFTS 


GOLD COMEX [100 Tray az.; ! 


WHEAT UFFE (100 tonnes; £ per tonne) 


COCOA UPFE (10 toman; E/tame) 


MEAT AND LIVESTOCK 

■ LIVE CATTLE CME (40000**: centals) 



Cash 

3 mtfta 

CkH 

1507-9 

1505-0 

Previous 

1505-86 

1812-13 

High/low 


161(yi500 

AM Official 

1501-01.5 

1608367 

Kerb dose 


1602-3 

Open Int 

254.805 


Total dafly tunaver 

107^39 


■ ALUMINIUM ALLOY 9 pw tonnsl 

dose 

1435-40 

1492-6 

Rwrious 

1450-55 

1482-65 

Higri/kw 


1485/1452 

AM Official 

1442-47 

1457-59 

Kerb close 


1455-60 

Open tm. 

6.128 


Total dafly turnover 

4.796 


■ LEAD (S per tonne) 


Close 

536-7 

553-4 

Revious 

5495-50.5 

587-68 

High/low 


565/551 

AM Official 

5433 

560-1 

Kerb dose 


550-51 

Open tot 

33J60 


Tool dcifly turnover 
■ NICKEL. (S pei lo 

8.186 

rme) 


Close 

6145-55 

0240-45 

Previous 

8205-10 

6235-30 

KigMmr 


0200/6220 

AM Official 

6155-50 

0265-70 

Kerb dose 


0235-40 

Open tm. 

59.746 


Total Cbfly turnover 

19.517 


■ TIN ($ par tome) 



Ctase 

5705-95 

5730-35 

nsvioua 

5690-95 

5650-55 

High/low 


5770/5660 

AM Official 

5770-75 

5720-25 

Kata close 


5730-35 

Open InL 

14.744 


Total dajy turnover 

5.077 


■ ZINC, special high grade (3 per tonne! 

Close 

1138-9 

1164-5 

Prevtoua 

1190-91 

1215-15.5 

hfigh/tow 


1198/1 151 

AM Official 

1164.5-65 

1168-88 

Kata doM 


1153-4 

Open Int 

86JI31 


Total dally turnover 

32^80 


■ COPPER, grade A ($ per tome) 

Close 

1842-4 

1870-71 

Prevtoua 

1638-39 

1866-67 

High/tow 


1895-1865 

AM Official 

1063-64 

1807-88 

Kerb ekrae 


1073-3 


Open InL 160.143 

Total dafy turnover 69.706 

■ LME AM Official C/S rates 10861 
LME Ctoelng C/s rate: 1.6880 

Spot IfBOT 3 ate U6737 6 «*s 1.6669 9 mte 1.GS9E 


■ HIGH GRADE COPPER (COMEX) 

Salt Day's 

price donga High in Vet 
DM 93-90 *020 9520 WOO 8,153 

8435 *065 8565 8430 326 

M 85.45 +695 86.00 8550 I? 

liar 8535 *1.10 8630 8455 6358 

Apr 6835 +1.10 86.20 6630 62 

may B6.55 +1.10 86.90 109 

Total 16360 

PRECIOUS METALS 

■ LONDON BULLION MARKET 
(Prices supplied by N M Rothschild) 


OoMffroyul S price 
Close 301.804(220 


Eeqwv SFr equiv 


Opening 30330302.60 

Mcmtofl fix 301.70 178.323 425.035 

Afternoon fix 300.70 179.030 453.907 

Day's High 30245-302.75 

Day's Low 30050-30020 

prawns dose 304.10-30420 

Loco Ldn Mean Gold Landtag Rates (Vs USS) 

1 month 3.05 8 months 305 

2 months .324 12 mon t hs 2.01 

3 months 324 


Sftver Fix 
Spot 

3 mon ths 
6 months 

1 year 

OoM Corns 
Krugerrand 
Maple Leaf 
New Sovereign 


prtroy az. US eta equiv. 


Sell 

Day's 



Open 


Sett 

Dayta 




Open 


sea 

Dafc 



Opan 


Mt .Days 

Opan 

grin change Hgh 

tow 

Voi tat 


grin change 

Low 

VM 

tat 


price change ttgh 

LOW 

Vri fa* 


Price change i$i In W 

h* 

3005 

-14 

3043 

3003 40,753 38.744 

JU 

8230 

+0.45 

8230 

82.10 

154 

2.042 

Dec 

996 

+2 

1000 

989 1.752 29,126 

Dac 

87.150-0325 67350 68390 5301 

25321 

301.2 

-31 

3103 

3103 

4 11 

MV 

0430 

+0.40 

84.75 

84.10 

84 

3307 

Mar 

1023 

+2 

1025 

1014 2329 81,182 

Frit 

68325-0725 69350 68.450 5358 

42355 

3023 

-27 

3054 

301.5 23343 82.743 

May 

86.80 

+0.40 

8830 

8010 

113 

2,448 

Mqr 

1043 

+2 

‘1045 

1035 

507 24330 

Apr 

72125-0325 72375 72100 1371 

18389 

3043 

-27 

308.5 

303.5 

528 10,645 

Jui 

68.75 

+025 

88.75 

8060 

60 

243 

Jnl 

1081 

+1 

1063 

1D53 

297 10354 

tei 

70325-0425 70600 70100 975 

12461 

3065 

-2.7 

308.9 

3063 

537 11397 

fep 

8430 

-025 


- 

- 

- 

S«P 

1078 

+•1 

1079 

1071 

548 19,748 

Aag 

70475-0375 70750 70.450 354 

4327 

308.7 

-2.7 

3117 

3103 

47 4303 

Total 





431 

7373 

Dec 

1096 

+4 

1094 

1087 

492 22357 

Oct 

72350-0250 72500 72350 46 

1382 





6B3722B2ABB 

■ WHEAT CBT (5000m irin; oraaffiOfc burial) 

Trial 





63831B53B1 

TfaM 

14431 104389 


■ PLATINUM NYMEX (50 Troy Sftroy eg.) 

Jen 3792 -6.7 3862 3762 956 102S5 

Apr 3761 -6.6 3822 3762 61 1375 

Jut 373.1 -62 3802 3780 10 95 

Tot* 1227 12323 

■ PALLADIUM NYMEX (100 Troy pe; Sftray azj 

Dee 206.10 +0.10 208.00 203. DO 930 1252 

Bar 206.60 +0.60 20620 20220 B32 3.015 

Jui 202.10 +220 20420 Z0420 - 117 

Sep 199.10 +0.60 2 

Total 1,182 4488 

■ S0.VB1 COMEX (5200 Tiny an GenB/tray azj 

Dae 52?. 1 -15.4 538.0 5150 36404 1 9.556 

tel S24.9 -15 1 530 0 5230 1 35 

Mar 529.6 -I4.fi 544.0 522.0 20733 58266 

Hay 532.4 -14.1 547.0 530.5 2281 5.412 

Jnl 534 1 -14.1 548.0 5302 617 5.128 

Sop 535.9 -14.1 5370 5370 150 782 

Total 5*789 98218 

ENERGY 

■ CRUDE Oft. NYMEX (1200 barnfe. S/barrel) 

latest Day'S Open 

price change HlgH Low Vbl lot 
Jan 19.75 -008 1993 1970 20.774 1122k 

Feb 7934 -0.04 20 07 1929 6237 50.155 

Mar 20.06 +021 2012 1896 3297 29233 

Apr 20.07 -0 01 20.19 2003 1768 18235 

May 2027 - 20.14 2021 1.091 18.463 

Jta 2000 -023 2006 1998 1.744 27235 

Total 3921939067 

■ CRUDE OIL IPE (S/ban el) 


Latest Day's Opae 

price change M0t Low Voi lot 

1927 -0.02 19.13 1898 16.151 64273 

19.04 +024 19.00 1623 5287 53228 

1891 -003 19.02 1B24 I2S7 13241 


Dec 33520 -575 34020 334.00 8114 24.734 

Mar 35020 -4.75 355.75 34920 11.690 47229 

May 359.75 -420 38420 35920 1.607 9.452 

JUI 36575 -3.75 36000 38420 1201 IB. 766 

Sap 37020 -420 37220 371.00 41 344 

Dee 38020 -220 38320 37920 45 3223 

Total 22ABS 182,188 

M MAIZE GBT ff.000 bu nun; carmgfito burtwQ 

Dac 27075 -320 Z7320 27020 50270 87.134 
Mar 2797S -3.00 38320 Z79.00 31251156247 
May 28575 -220 287.75 20520 4/414 38,956 

te 28620 -2.75 29120 28875 4.416 50.490 

sen 28375 -220 28620 28375 388 5205 

Dae 282.75 -3.00 288.00 28220 2.119 30225 

Total 83277 378773 

M BARLEY UFFE (100 tomes; E per tonne) 

Jan 7820 -0.10 7670 7670 5 816 

Mar 7825 - 7865 7820 62 958 

Hay 80.40 -2. 10 80.40 DD.40 3 23 

Sap - - - - a 

TUMI ID 1,853 

■ SOYABEANS CBT ROOWmi ah ; cartaHlto toahel ) 

tel 712.75 +1.00 714.00 70720 25.148 64777 

Her 71620 +0.75 71720 71220 4.148 27287 

May 721.00 +075 72220 71620 2741 20287 

Jui 72100 -020 72420 71920 1245 22.131 

Aug 71720 -075 71920 71575 111 1228 

Sup 09620 2 32 

TUMI 34Z73 145,186 

M SOYABEAN OIL GST (BOJOtap: CC<X3/1b) 

Dec 2427 *0.02 25.06 24.78 14201 15.113 

tei 2572 -003 2534 2527 13,184 44,280 

Mar 25/49 -0.08 2525 2538 5270 28218 

May 25128 -025 25.75 2530 1,158 13242 

M 25.73 -0.1 D 2525 2525 1.134 11.110 

teg 25.60 -0.15 25.75 Z.65 40 1/427 

Total 3EJHZ 115298 

■ SOYABEAN MEAL CBT (100 tons; Vtan) 


COCOA CSCE (1 0 tortnaa; S/tannes) 


■ LEAN HOPS CME pWtOOOfce; cante/ftM) 


Apr 

1839 +002 

1496 

18 83 

960 7,131 

Dac 

2337 

_ 

234.0 

229.9 10.001 21378 

May 

18 81 

1336 

18.78 

715 0324 

Jan 

2281 

— 

2283 

Wifl 

6.1 08 28300 

Jin 

18.74 -001 

18 79 

18.69 

2426 10.354 

Mar 

2223 

-03 

wia 

2213 

8391 30732 

Total 





"tor 

2104 

-03 

2205 

2173 

2372 14758 

M HEATING OIL NYMEX 142300 US drib; clUS nafcJ 

M 

21B/4 

-at 

2213 

216.0 

1337 12302 






Aug 

2190 

— 

2200 

2140 

21 3313 


Latest Day's 



Open 

Total 





24838122378 


price change Wgb lam W W 

Dec 5520 -0.10 55 35 55.45 16.164 20365 

Jan 5820 -0.14 5665 5620 10581 47.503 

Feb 5620 -009 5680 5620 2.414 21178 

Mar 5675 +006 56.40 5620 1.401 13260 

Apr 5570 +071 5570 55.05 437 6.415 

May 5405 +111 5420 5470 266 4245 

Total 32,142127286 

■ GAS OIL R (Srttong) 

Sett Dora Open 

price (tenge ifigb lew Vol u 

Dee 176.75 +1 00 I780D 17650 7.790 Z0.737 

Jan 175.75 +150 17625 17575 3.759 18589 

Feb 174.75 +175 1757S 1747S 1.370 15,128 

Mar 172.50 +0.75 17325 17250 469 8296 

Apr 17000 +025 17120 170.75 190 4274 

May 16850 *075 16950 16920 132 2,257 

Total 12,783 90274 

M NATURAL GAS KnOgHteraB pace per IBptH) 

Doe 14.420 -0-020 14.450 14410 200 1.490 

Jan 19080+0030 19.150 19.080 175 £765 

Total 830 13236 

■ NATURAL GAS MVMX (10.000 ibhB 8 l ShnffitoJ 


M POTATOES LIFFE go tonnes; g par tonne) 


Mar 

940 

+33 

- 

- 

- 

_ 

Apr 

1310 

♦43 

1313 

1293 

47 

13W 

May 

1413 

+45 

- 

_ 

_ 

22 

Jtoi 

151.0 

+43 

_ 

.. 

_ 

_ 

Mm 

623 

_ 

_ 

_ 

_ 

3 

Total 





47 

1,137 

■ FREIGHT (BFFEX) UFFE (SlOftxfex point) 

MOW 

1180 

+10 

1180 

1100 

4 

402 

Dm 

1200 

+20 

12)5 

1190 

12 

283 

Jan 

1255 

+20 

1251 

1243 

34 

676 

Apr 

1335 

+5 

1340 

1335 

15 

411 

Jri 

1201 

+4 

1204 

1204 

15 

124 

Trial 





45 

2joia 


Latest Days 
prise cheeps Ugh 

2.665-0217 2.665 
2.535-0015 i540 
2380-0213 2415 
2240+0005 2245 
2.190+0.002 2205 
2160+0207 2200 


Open 

Low Vri tot 

2585 23221 50242 
2470 7211 25291 
2350 2223 18391 
2215 536 11.195 

21® 27B 1759 

2175 281 6.048 

*£74211,235 


■ UNLEADED GASOLINE 
NYMK (42200 US gelfc ; cflJSgaBsJ 



Latest 

Dan 



Open 


price donga tSgta 

Low 

Vd id 

Dac 

5485 

+026 

5925 

58.50 16.498 11.264 

Jan 

58.75 

+018 

■agn 

5435 11560 30373 

Fell 

5490 

+015 

5900 

■a fin 

2393 13329 

Mb' 

5035 

+0.T7 

59-35 

59.05 

1529 8.475 

Apr 

61.75 

+009 

61.85 

61.60 

288 7.7S2 

May 

6075 

_ 

61.10 

6075 

435 5,905 

7bW 





33,1421273% 


Ouse Pne 
DR 11® 11® 

PULP AND PAPER 

■ PULPEX OMLX (USS; 24 te dry ions) 

Sett Days Open 

price chugs Itigb Low Vol H 
Dae 53520 - 53520 53100 22 247 

Be 554.50 +-225 55420 54450 16 373 

TeW 

FUTURES DATA 

AS hJ&jrQ£ data SuppMad by CMS. 


Minor metals from Meta Biteon 
European free market S per to to ware- 
house, (changes to brackets}. A nti m on y : 
99.65%. 5 per tonne. 1,650-1,730 (1080- 
1,780}. Sfcmuttc mn. 99.99%. tonne lota 
3.20-3.35. Cadmium: 98.05%, cents a 
pound. 30.00-4020. Cobalt: MS free mar- 
ket 99.8%, 25.00-26.00 (24. 75-25.75}; 
99.3%. 1 0-20-19.70 (19.10-19.50}. Mer- 
cury: min. 9929%, S per 76 b flask, 
140-150. Molybdenum: drummed motyb- 
dic oxide. CL55-3.60 (345-3.60). Selenium; 
min 99.5%. 2DO-3.00 (150-2901. Tung- 
sten one standard mta. 65%, 3 per tonne 
irut (10kg) WO* CF, 40-52 Vanadium: 


Dac 

1544 

-3 

1548 

1534 

47 

665 

Dan 

62.150+0300 62300 61300 4318 

11,180 

Mar 

157S 

+5 

1561 

1565 3345 47757 

Frit 

60375+0173 80300 60250 4,726 

14.492 

•tor 

1607 

+5 

1608 

1593 

595 18J718 

AW 

54025+0400 54050 57.450 1,297 

8346 

Jri 

1528 

+3 

1623 

1619 

133 

4510 

Jon 

65300+0200 65.725 65.4® 3S1 

3302 

Sip 

1646 

+3 

1643 

1637 

164 

5,745 

Jnl 

64400+0050 64300 B4.400 64 

1391 

Dac 

1606 

+3 

1665 

1685 

31 

9,087 

Aag 

62.150+0050 62300 62JXXI 8 

205 

Total 





5378 97,088 

Told 

10772 

37379 


■ COCOA QCCQ) (SDH’a/mnne) 

Due 24 Price Prev. day 

Daily 122290 122520 

■ COfTBZ UFFE (5 tonnes: S/torwe) 

He* 1602 -*15 10D5 1597 21 402 

Jan 1BQ2 +40 1608 1590 1,129 16.447 

Her 1598 +16 1605 1590 698 12787 

May 1597 +15 IKK 1590 313 4jD15 

Jui 1587 +15 1596 1998 25 1,064 

Sap 1602 +15 - - - 420 

TOW ZM 35,185 

■ COffFEE 'C CSCE (37 JOOtos; canta/tbs) 

Dae 15480 -055 18150 15750 4» 1509 

Mar 15150 -275 15450 15025 5580 13254 

May 14650 -220 14900 146.73 807 4JB9 

M 14235 -150 14400 14050 199 2304 

Sap 13775 -155 - - 34 1,147 

Dae 13325 -235 13500 13300 13 867 

Total 6JM5 23286 

■ COFTg (KXI) (US centa/ptnjnd) 

New 24 Piaw. day 

Comp. daBy — i 11977 110.68 

15 day average 11855 11778 

■ WHITE SUGAR LIFFE (50 tannea: S/toma) 


Mar 

3113 

+03 

3113 

3098 

896 21393 

Mta 

3153 

+03 

3107 

3153 

IIS 

4JB35 

Aag 

319.7 

+13 

3183 

3143 

22 

4.030 

Oct 

3153 

+23 

3133 

3133 

1 

3A59 

Dee 

3143 

+13 

- 

3140 

- 

142 

Tetri 





1J04B 343BI 


M SUGAR 11' CSCE (IlgQOOtoa; centa/ba) 

Mar 1222 +007 1223 121110545 1063k 

May 1216 +004 1216 1208 649 30583 

Jnl 1188 - 1159 1152 311 24028 

Oct 1172 -001 11.73 1157 391 23545 

Mar 1155 -0.02 11-58 1153 38 8031 

May 1151 -002 1154 1153 10 892 

Total 11583191548 

■ COTTON NYCE BOOOOfce; centa/bal 

One 7055 +053 71.15 70.65 888 1578 

Mar 71.40 -OOI 7150 7158 2414 41285 

Hay 7283 +0.14 7275 7254 905 13508 

te 7261 +0.19 7275 7258 823 12262 

Oct 74.B3 +0.16 7450 7450 23 960 

Dac 7458 +006 WOO 7450 151 10590 

Tetri 82M M508 

■ ORANGE JUICE NYCE (ISODOBa: camWttq 

Jen 7050 -255 8225 7950 1520 22977 

Mir 8295 -280 8550 8250 688 12881 

May 88.10 -285 8850 8650 203 35S8 

te 89.10 -265 9150 9155 121 1502 

Sap 9150 -290 - - ,139 938 

Haw 9220 -225 - - 31 1J0B8 

Total 2480 44,161 


VOLUME DATA 

Open interest and Volume data shown for 
contracts traded on COMEX, NYMEX, GST. 
NYCE. CME CSCE and PE Crude 06 saa 
one day to arrears. Volume & Open Merest 
totals nfaral traded months. 

INDICES 

■ Hectare (Bass: 1 W31 = 100) 

Nov 25 Nov 24 month ago year ago 
1008.7 10015 10015 1003.1 

■ CRB Futures (Baate 1997 - 10 Q) 

NovS* Not 21 month ago year ego 
23753 23059 

■ CSC! Spot (Base: 1970 - 100} 


Now 24 Now 21 month ago 
192.71 193.74 20859 


yseraflo 

218.52 


LME WARBHOUMI STOCKS (tamwad 


AtaxnHtxn 

-A350 

to 

08O35O 

Atomtohan ritoy . 

-220 

u 

43380 

Copper 

-1,150 

to 

343,175 

Load 

-225 

to 

117^25 

Ntohel 

-0 

.B 

65304 

2Jnc 

*600 

to 

499325 

Tin 

-65 

to 

4030 


• - - 

— . ... 

i 


■ PORK BELLIES CNg (4O0tX)tta, centa/toa) 

Fib 58525+0525 56.775 58575 2511 7532 

Mar 55525+0225 55300 55500 221 1,144 

■te 56550-0550 56500 56500 107 507 

Jai 58500-0875 57.100 66500 68 372 

Mg 52350+0525 54500 53550 18 47 

Total 2945 9,128 

LONDON TRADED OPTIONS 

States price 9 tome — Cate— — Put* — 
M HI IMH1IW 

(99.7%) LME Dec Mar Dac Mar 

1550 . 68 95 14 32 

1600 30 66 33 52 

1050 16 44 63 79 

■ COPPER 

(Grade A) LME Dec Mar Dec Mar 


1800 

97 

134 

25 

45 

1850 

68 

105 

43 

65 

lOm 

42 

80 

69 

88 

Ml COFFSUFFE 

ten 

MW 

Jan 

Mar 

ISO 

70 

117 

24 

60 

1000 

45 

32 

43 

94. 

1050 

28 

71 

74 

123 


M COCOA UFFE Mar 

1000 54 

1025 43 

1030 33 

■ BRENT CRUDE 
IPE Jan 

I860 - 

1900 44 

1850 : - 


May Mar May 
83 31 40 

69 45 51 

57 00 64 

Fab Jan Fab 
20 

41 - • 


LONDON SPOT MARKETS 

■ CRUDE OIL FOB (per barrel) +or- 

Dubta 518.1 2 - 8 . 1 9w +0.105 

Brant Btand fdatatft $1908-9.14 +0.13 

Brent Blend (Jan) $19,104.12 +020 

W.T.L Si 0-78-8. 79w +0025 

M OIL PRODUCTS NMEpnmpt dtewy CF (tome) 



CROSSWORD 

No.9,542 Set by HIGHLANDER 


Prwnten Qaaofim 
Q08 Ofl 
Heavy FM OH 
Nmhtha 
Jot tael 
Diesel 


$182-195 

£102-183 

$ 100-102 

$189-190 

$201-203 

$188-190 


■ NATURAL QAB paneWthar m} 

Barton (Doo) 1440-1445 -0025 

Pacvtaum Aipm. Tet London pm) 350 B ? 82 

■ OTHER 

Gob (par troy cajft $30205 -230 

S«ver (per tray at}* 339.00c -3.00 

Ptahnum (per troy ct) S38200 -750 

PaiadUn (per tray ozj S205.00 -200 

Copper 89.0c 

Lead (US pracL) 45O0o 

Tn (Kuala Lumpur) 1SL20r -0.13 - 

Tm (New YoriO 2675 +15 

Ckbo (Rve weigh® 8i.70p 

Sheep (tore walgnq 9955p 

Bga (>w« weight)? 6457p 

Lm day sugar (raw) $28230 +«0 

Lon. day sugar Mb} $30200 +1 jo 

Barley (Eng. feed) Unq 

Mtea (US NOS Yaflow) C10900 

Wheat pjs Dark North) Unq 

Rubber (Pacjf 54.50p 

RutberVMW S4Mp 

Rubber (KLRSSNol) 280-Qz 

Coconut Ofl (Ph^§ 610.Dy 

Pafen Oi (Malays BSO.Ow 

Copn <Ph#( $405.0 -25 

Soyribeana (US) 10BJJr + i.o 

Coann OuMck'A' Indax 77.10c 

Wooftops (04a Super) 399p 

, ^ndan P tiyriari. § Cf Rctteiten. 4 Btiion raaM 
dcaa. Change m Mi TBtcMd on 114 >HM e# plgi oaU. 



ACROSS 

1 Food enrages musical 
group outside US military 
hospital (7,3,4) 

10 Blackbird? No, crow (5) 

11 Change course: eighteen 
holes to face the other wav 
(■LS) 

12 One runs amok although 

not a drug addict 7) 

13 One on bench with nothing 
on is freezing (7) 

14 For a long time, yes, with- 
out a run (5) 

16 Make treaties with every- 
body in case repositioning 
required (9) 

19 Instinctive reaction 
between two people taught 
at school (9J 

20 Foreign costermonger's 
wife (5) 

22 He charges account to 
employer (7) 

25 Included sound of William 
taking money (53) 

27 rm on time; you, report- 
edly. unprepared (9) 

28 Alice's cat heard someone 
eating (5) 

29 800 metres perhaps is med- 
dled with, cant I put in 
different running order? 

m 


DOWN 

2 Good point taken by tonnfa 
player (9) 

3 In class, whizz kid lacks 
one (5) 

4 Shout about foreign tirade 
having slowing down effect 
(9) 


5 P y “openal standards of 

land, a lot (5) 

6 Arrows should land here to 
shoot directors (9) 

7 A vehicle everybody starts 
to treat badly (5) 

8 Dreadful-looking skin starts 
to offend unsympathetic 
sister (7) 

9 Drink kind to your head? 
( 6 ) 

15 European part pronounced 
a piece of cake ts.4i 

17 Not professional and ama- 
teur fights for lazy ones? 

w) 

18 Sort of trance to give Tom 
a boost (9) 

19 Cumbrian nonconformist 
bishops lost head (71 

21 Wanting food strung up to 
decompose on rail (r> 

23 ™ th <**wno- 
Rial cloak © 

24 tkify (5)* " 0ne dPW " ilU ‘ 

26 «{e t ri ) or,hcklndl 

Solution 9.541 
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LONDON STOCK EXCHANGE 


Green Budget fails to cheer weak equities 


nM AnrShare IndM 
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MARKET REPORT 


% Steve Thompson, 

UK Stock Market Editor 


An early rally in London's equity 
market, prompted mainl y by the 
view that global markets had 
coped well with Yamaichi's col- 
lapse. failed to hold yesterday 
and share prices slipped back to 
close with relatively modest 
losses. 

The market also had to cope 
with the first Green Budget deliv- 
ered in Parliament by Gordon 
Brown, the chancellor of the 
exchequer. Some dealers had 

expected Mr Brown to mark his 

first pre-budget paper with a hat- 


ful of surprises. That expectation 
proved something of a damp 
squib, however, the only surprise 
coming with news that corpora- 
tion tax is to be cut to 30 per 
cent. 

Additional moves such as the 
abolition of advance corporation 
tax from April 1999 and the revi- 
sions to the public sector borrow- 
ing requirement came as no real 
surprise. 

Steve Wright, the UK strategist 
at BZW, said the change in tax 
arrangements would actually 
cause the Treasury to be a net 
gainer to the tune of £SL3bn in 
revenues in the first year, and 
about £2bn In subsequent years, 
because of the earlier collection 


of corporation tax. “This is really 
a corporation tax rise in dis- 
guise.’' he said. 

The change in the tax system 
would only benefit companies 
from 2003, Mr Wright said. 

There was little sign of reac- 
tion from shares or gilts while 
the chancellor was speaking. “It 
was a non-event as far as the 
market was concerned," said one 
trader. He said London remained 
transfixed with events in the Far 
East and the response In the US. 

Although there had been some 
reassurance for European mar- 
kets from the trends on Wall 
Street and in Tokyo, he warned 
that sentiment, at least in Lon- 
don, was still exceptionally frag- 


ile and that any further signals of 
bad news could bring renewed 
weakness. 

There was an 100 point plus fall 
on Wall Street late on Monday 
and a sizeable decline in Tokyo 
in the wake of Yamaichi's col* 
lapse. But the extent of those 
f a l ls was no more than dealers in 
London had been expecting and 
caused few initial twitches in the 
UK market 

Wall Street came in firmer yes- 
terday afternoon, the Dow adding 
over 20 points shortly after the 
opening bell, but gradually gave 
ground to post a n ear-20 point 
loss as London dosed. 

The FTSE 100 index ended 
another uneasy trading session 


35.1 lower at 4,863.5, having 
swung in a 52.4 point arc. An 
initial decline gave way to keen 
support for the leaders, and the 
index made good progress after 
the far eastern markets closed for 
the day. reaching a session high 
of 4^17.2, up 18.6- 

The feelgood factor soon disap- 
peared, however, and share 
prices moved back into negative 
territory where they remained 
for the rest of the day. 

The FTSE 250 fell Z4.4 to 4,631.3 
and the FTSE SmaUCap 5J2 to 
2£S09. 

Turnover of 646.5m shares, of 
which 56 per cent was in non- 

Footsie stocks, was just below 

Monday’s volume. 





Indices and ratio* 


FTSE 100 4863.5 

FTSE 250 
FTSE 350 

FTSE Afl -Share 2296.88 
FTSE AB-Share yield 339 


-35.1 
-14 A 
-15.1 
-14.11 
3.37 


31 46. f 

19 &4 

4372 0 
659 


Best performing soctors 

1 Divwsffied Inds 

2 Electricity 

3 Insurance . — ..... 

4 Transport - 

5' Other RnancW 


...+Q.9 

„+G.5 


...+0.4 

.-♦0.4 

...40.3 


FT 30 

FTSE Non -Fins p/e 
FTSEIOOFut Doc 
10 yr Gilt ywW 
Long gjtt/equrty yW raw * 9J 

Worst performing sootora 

1 OH: Integrated 

2 Mineral Extraction 

3 Support Services 

4 Extractive Incts — - 

5 ReUUtas: Food 


-n. 8 
ta f.f. 

5 59 
I -W 


-2.4 
-1 5 

-i J 

.-1.3 


Dividend 
boost 
for Grid 


By Joe! Kibazo and 
Martin Brice 


National Grid brushed aside 
the poor market trend to 
move firmly ahead after it 
surprised the market by 
announcing a £770m special 
dividend. 

The pay-out. representing 
about 15 per cent of the com- 
pany's market capitalisation, 
was announced as National 
Grid posted lower interim 
pre-tax profits of £2263m. In 
line with most analysts' 
expectations. The Interim 
dividend rose from 4.45p to 
4.83p. above market expecta- 
tions of 4.75p to 4.80p. 

Shares in the owner-opera- 
tor of the UK's electricity 
network jumped on the divi- 
dend announcement and 
briefly touched a session 
high of 309ftp. However, the 
initial buying interest faded 
and most of the early gains 
ail but vanished after the 
special dividend caused the 
company to be put on nega- 
tive credit watch by ratings 
agency Standard and Poor's. 

Towards the -dose of the 
session, ratings agency 
Moody’s Investors Service 
also indicated its negative 
stance on the proposed pay- 
out. It said it had placed 
National Grid's Aa2 unse- 
cured debt rating on review 
for a possible downgrade. 

The shares eventually 
closed 4 ahead at 302p. 


Amanda Haiti we 11 at Pan- 
in ure Gordon was particu- 
larly pleased with the fig- 
ures because “it is now clear 
cost savings are far exceed- 
ing our original expecta- 
tions. The 44.7p special divi- 
dend was not expected just 
yet, it still leaves the com- 
pany with, room for interna- 
tional acquisitions." 

Transport stocks put in a 
strong performance ahead of 
the Green Budget, as inves- 
tors took the view that the 
government might take the 
opportunity to encourage the 
use of public transport In 
the event, the new travel 
pass for unemployed young- 
sters was seen as a sugges- 
tion that the government 
white paper on transport, 
due out early next year, 
would encourage the use of 
buses and trains. 


Railtrack advances 


Notable outperformed 
were Railtrack, which 
gained 9’/« to £10.15, and 
Stagecoach, which advanced 
16 to 798‘4p as it recovered 
somewhat from the 76p 
three-day slide after Dresd- 
ner Kleinwort Benson's 
transport team issued a 
“sell" note. The shares have 
had a good run as a shortage 
combined with possible 
FTSE 100 entry led to a 
scramble for the stock. 

Other bus and train com- 
panies that outperformed 
were FirstBus. firmer at 
234p; Go-Ahead Group, 
which gained 3V» to 506p; 
and National Express, ahead 
13% to 590p. 

Shares in music publisher 
and retailer EMI Group fell 
sharply after it reported a 


downturn in first-half 
figures. 

The shares plunged in 
early trading before bargain 
hunting in the second half of 
the day helped lift some of 
the gloom to leave them 
trailing 20 to 470p. Dealers 
said the 63 per cent increase 
in the interim dividend to 
4.25p had helped steady 
some nerves. 

A profits warning from UK 
mining company Billiton, 
which reported figures yes- 
terday, is expected to hit the 
company shares bard when 
trading opens today. The 
stock was already under 
pressure yesterday with sell- 
ing by South African inves- 
tors said to be behind the 
decline. They closed TA or 
4.4 per cent down at I59%p. 

Expectations that the sale 
of NatWest Markets will go 
through in the next few 
days, with Bankers Trust 
expected to acquire the UK 


and European equity divi- 
sion and Deutsche Morgan 
Grenfell the derivatives arm, 
kept NatWest shares on the 
uptick to finish 4% up at 
899Vzp. 

Alliance & Leicester kept 
up its good performance, the 
shares nudging ahead a fur- 
ther 4% to 712p. 

HSBC 75p shares hung on 
grimly to finish the session 
fractionally ahead at £1437. 
but the HK$1G stock was left 
with a minor loss on the day 
at £14.03. 

The takeover speculation 
Induced in the fund manage- 
ment sector by Merrill 
Lynch's agreed £3.1bn bid 
for Mercury Asset Manage- 
ment continued to gather 
pace. M & G, a strong mar- 
ket for the past two weeks, 
jumped 60 to £14.60, just 
short of its all-time high, 
after a press report high- 
lighted the recent bid talk 
connecting the group to the 


FT 30 INDEX 

Nov 25 Not 24 Nov 21 Non 20 Non IB Yr ago -High low 


FT 30 3145.7 31S7.5 3204.6 316&8 313&8 2B33.0 34303 2668.8 

OnL dtv. yield 3.50 a 58 3.53 3.58 3.62 4.01 4£2 33 

P/E ratio net 20.49 20.57 20.86 20.56 20.33 17X1 2Z33 1530 

P/E ratio nR 2021 2028 20.57 2027 20.05 17.05 2202 15.71 

FT 3U dm muttattau hitfi 34303 1W1VBR to* 434 2MWO Bans to. 1/706. 

FT 30 hourly ehngn 

Open one 10X0 IIjOO 1200 1360 1400 1500 1400 Wgb low 
31575 31615 31615 31515 31404 3135.1 31415 3144.8 31395 31705 3134.1 


Nov 25 NQv 24 Nov 21 Nov 20 Nov IB Yr ago 


SEAO bargains 44,299 80046 57.819 61.015 48.9/8 44,100 

Equity turnover (Emit - NA 2668.8 28325 2376.0 12785 

Equity baigafewt - NA 43,893 42,970 38588 20325 

Shares traded (ml)t - NA 6995 785.1 6005 501.8 

lEKfcidnB Mra-flWtot and oilmans turnover but Induing Cmst tumour. 

© FTSE Mwno&onal Limited 1097. Al rignts rouw ed. for 1997. 


■ London market data 


Row aad fa**’ 

Total Rises 524 

Total Fails 1,045 

Sane 1.482 


52 Week Mohs and lows) LIFFE Equity opSom 


Total H&» 
Total Lows 


28 

123 


Total oon bam 
CMs 
Puts 


25.790 

0480 

17501 


'Data based on Equity ahaaa Bated on the London Share Service. 
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Tropical hardwood trees are more 
valuable to loggers than other trees in the 
rainlbrest. 

High prices for hardwoods ensure (has 
loggers have no qualms about destroying 
other trees that stand m their way. 

So a WWF project in Cowl Rka is 


researching ways of felling a tree wilhour 
bringing down several others around it. 
And bow to remove it without bulldozing 
a path through the surrounding trees. 

If rite rainforests are used wisely, they 
can be used forever. Help WWF prove 
this in rainforests around the world, by 


wr i t i ng to (be Membership Officer arthe 
address below. 


to 


WWF 

Vtorid Wide Fund For Natuo 

Ifomerfy Vferfd WildEfc Fund) 
losBxxxul Secretariat. 1196 Gland. Switaritnd. 


TTalrfay The latter rose 3 to 
678p. Perpetual, another 
leading fund management 
companies, rose 45 to £25.75. 

Insurer Commercial Union 
advanced 23 to 797p. making 
it the b est pe rforming stock 
in the FTSE 100 as buyers 
chased stock following 
recent weakness. 

Smiths Industries bene- 
fited from a bullish trading 
statement at its annual 
meeting and news that Sir 
Roger Hum was to stay on 
as chairman for another 
year. There had been specu- 
lation that he was to join 
GEC. Sir Roger said: 
‘Despite the short term pro- 
duction diffi culties at Boeing 
we shall continue to benefit 
from the upturn in aero- 
space sales, particularly in 
the USA." The stock rose 
10 % to 788p. 

His positive comments on 
the industry bolstered GEC. 
which hardened to 394p in a 
falling market. 

Aim Group, the aircraft 
and train interior engineer, 
was marked down almost 24 
per cent as the stock shed 
9l‘/i to 292‘Ap after a profit 
warning. The company cited 
the problems of aerospace 
leader Boeing, to which it is 
a supplier, and said it had 
taken a charge against its 
investment in tooling for the 
Saab aircraft interiors. 


sector, Wilson Bowden 
gained 3 to 517Vip in the 
wake of an analysts' visit to 
the company. 

Select Appointments, the 
recruitment consultancy, 
shed 18 to 571 Vip as it set the 
price of its ADR issue in 
New York at the equivalent 
of 562p a share. It will raise 
£52.4m net via the issue of 
10m new shares. 

Severn Trent, one of the 
UK's largest water and sew- 
erage companies disap- 
pointed the market after it 
posted a decline in profits 
and a small er-than-expected 
dividend increase. 

Dealers said the 10 per 
cent dividend rise to lL55p 
fell far short of expectations 
of a 15 per cent increase. The 
shares fell 22 to 938p. 


FUTURES and options 
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Open Sed price Cbonga H'S* 1 
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Q Group falls 

Q Group, the Aim-traded 
educational publisher, 
entered the spotlight after 
the company said there was 
“nothing in the company's 
current trading experience 
or prospects to justify” its 
share price fall. Volume in 
the stock was minimal, and 
late buying lifted the stock 
off its lows of 63%p to close 
18% off at 66V4p. 

Retirement home special- 
ist McCarthy & Stone gained 
TA to 126%p after its pre-tax 
profits rose 88 per cent to 
£20.5m. 

Elsewhere in the building 
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Highs & Lows shown on a 52 week basis 


WORLD STOCK MARKETS 
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FINANCIAL, TIMES WEDNESDAY NOVEMBER 26 7 997 ★ 


GLOBAL EQUITY MARKETS 


US INDICES 


Mb* 

21 


MB* 

71 


20 


1967 

tap Lot 


Ska amplafcn 
A* LOT 


US DATA 


■ MARKET ACTIVITY 


MKttriB 
Mm BCMdB 
TlBBRlt 


7757X2 7881137 7S26JS1 
1MX7 104.61 104.78 
J1«Xl 3184.41 3171.19 
2S5XB 266J5 2S5X2 


DJ tnd. Oafs high 788128 (7B34X3) Lea, 
Dor's high 7881X7 


[7881X71 LOW 7752L2B 

and Poor* 


aauo 

P9 ■ (11/4> 
10138 101.08 

t»ni) 

3SSBL27 222207 

WA W) 

256.75 20M7 

121711) (2544) 

7723*1 (7750.47) . 
(77P1.S6) 


82*331 

»®97) 

10178 

BW11S7) 


(15710(87) 

28675 

(Zl/llffi) 


4122 

5199 

tiniwi) 

1523 

18(7/32) 

1653 

(67/33 


CHtnM 

94167 

96109 

um 

91112 

737.01 

eaa 

4M 

. 




pn« 

(271) 

(7(1tW7) 

(W33 

MMMV 

110155 1124. OS 1118.44 

1146X2 

8&L42 

114KB 

352 





(7n« 

(1V4) 

(7710(97) 

(30*02) 

FhmMV 

112-03 

11424 

11417 

118X4 

80.75 

T1M4 

7.13 





£77K» 

(2d) 

(771097) 

(4»74) 

OthM* 

IHSE Comp. 

495.14 

5Q2XS 

500A 

5K21 

38047 

SI 421 

4« 





(77119 

(IMS 

ffnom 

(25M/42J 

Am Cm* 

68151 

67114 

67235 

721X0 

541X0 

721 JO 

524 JO 





P«0» 

tm 

(771097) 

(16(7790 

wodmqoot 

150839 18S&.7S 162BXB 

T74&8B 

1201x0 

T745J6 

54X7 





(MO 

CM) 

(Bfl0(97) 

(K1 0(74) 

tassel 2000 

427^3 

4K0S 

435.70 

40U1 

335.85 

4S&21 

12356 





(13(10 

GSM) psnQfBT) 

(7/12*3) 


• veturm 

(flUkri 



NYSE 

Nov 24 ftkw 21 New 20 


Mot 94 No»ai 

Not 20 

taBJOT Traded 1439 

3549 

354b 

MYSE 

£18340 811X00 610X20 FkBS 

754 

15B1 

1533 





FOB 

2.15a 

1575 

1J91 


26.133 27X37 

37 J4fl Lhchnnoed 

525 

563 

621 





Nmttaps 

105 

ITS 

06 

NASDAQ 

575279 808X33 ®6.740 New LOOT 

56 

37 

51 

■ HYSE TRADDia ACTTVTTY 


VoMbm ■ 

676,71 BpUO 

■ ACTIVE SIOCXS 



■ MGEST 

HOVBS 



Moody 

State 

□098 

Dor* 

Montqr 

0068 

osjr* 

Dwft 


IBM 

prts 

□BOP 

tta« 

GMHUt 

Magm 

AIM ttti 
Rent* 

pfcb 

oiange 090.6 

OOTPOT 

AT&T 

HOOT 

M Utato 

A Marta 

12287X00 

3509X00 

HjiPinmn 

3X0150) 

3.473X00 

80 

544 

0814 

484 

434 

-99 

-1H 

-5H 

-4 

+3 

54 

434 

424 

21% 

+44 

+5* 

+44 

+U 

+54X 

♦14.1 

+107 

*75 

Tom la 

6*1 Baa 
Mspoo 

m 

OTy NOT 

. 3xa.no 
l«it,tno 
3,167200 
2539500 
2575.7D0 

at 

71H 

*84 

103* 

29* 

-24 

-W 

+5H 

-2to 

tt 

Ftorida E 
EKRC 

Udea ft 

CM 

*1 

49 

«ia 

564 

-17« 

-» 

-44 

-153 

-05 

-0.7 

-07 

■ HA8834OT HOTnmo ACiivmr 


l/ehub <4)517514 

■ ACTIVE STOCKS 



■ B1B9BT 

laOVERS 



Uoktay 

Stake 

Ckm 

Day's 

MOMtoy 

Ctare 

Dsyta 

Oaf, 


traded 

pifca 

ckeogs 


prtae 

data! cape % 


Dow Jones 

9,000 



| JAPAN 



1 

I FRANCE 



■w 

No* HO* 

1997 

Store oocUBo 

n» fc* fc* 

1807 

5tocaasqme 

25 

24 21 

Kgk- Lew 

BOO LOT 

25 U 21 

HW* Urn 

mi lav 

ffid«22s isexa 

CfcEdlK72U8 

2DEB1X7 15M252 

mm fe2s 

CSC 40 27K2B 2902.48 2861.70 

30X01 225657 

3664X1 9B4X1 


■ TOKYO TRAD04Q ACTIVITY 


Va hm t * 1 807,000,000 | PARS TKADtHQ ACTIVITY 


Volum e i 88 7,821 , 44 0 


■ ACTIVE STOCKS 


■ H66E5T MWBB 


■ ACTIVE STOCKS 


■ BSEEST HMEBS 


Tuesday 


7,400 


7^00 L 


Stocks Boss Dry’s Tuastey 
traded pnee change 

M*k Trim A 29.702000 3 

NpCrtB* 18X66200 iK> 
fc Seel Op 16237000 238 
Mflap Bk 6201X00 I2S 
Satan Bk 8X63X00 445 
MM* Hty 7227X00 469 
Sanyo Secs 6776X00 5 

. 8k Tk-M*M 6842X00 1760 
J*-M0(Cap 6832X00 143 

17 18 19 20 21 24 2S Kantafa Sec 6736000 75 


-2D 

-15 

-49 

-44 

-31 


J_ 




Nov W7 

FTSE Eurotop 900 

. 960 ; 


-90 

-13 

-25 


(p 

MBs cm 
Done 
IriMtao Sec 
Q*h Bar* 
OMjesW M 
Asbttpa Bk 
Vawta TSB 

Tow HER 

fiyo Ban* 


nwa 

Klca 

244 

62 

180 

ISO 

125 

126 
50 
140 


OajTa Day* 
Aaope cage % 

*35 r16.fi 

-30 -326 

-90 -308 

-80 -268 
-49 -562 

-50 S7S 
-10 -275 

-50 -263 


Toesdey 
9 Aqkw 

Fr Tetocan 
Affi-UV 
Uitav 
Em Day 
BJIJ>. 

Total B 
Fto-Ptnc A 
0-Con Fr 


Stacks 

Based 

azue 

S16X5? 

873X64 

643561 

616194 

572534 


430307 

412X41 

389.473 


680 

333 

2118 

4203 

9075 

795 

2661 


i Oof* 

Tuesday 

cm 

Itoyta 

Day* 

dmgt 


Prt* 

cMgs etige % 

-X 
+14 
l -1 

1 -04 

UP* 

taNn 

22U 

+121X 

*1222 

BP Frans* 

1«L0 

*480 

+374 

Setteyn 

12500 

+1400 

+12X 

new 

3655 

+Ub 

+101 

+01 

-55 

-17 

-34 

+105 

Downs 

BodacEO 

101 

-2.1 

-175 

Muki at Os 

10560 

-71.0 

-6J 

Begirt U) 

3205 

-200 

-S5 

Mow Brttrd 

470.0 

-260 

-5B 



1 GERMANY | 

1 UK 





M fer Itt 1997 astoMM 

25 24 21 HOT* UM Mp Lot 


fc* 

25 

Nm 

24 

fc* 

21 

1997 Stare caavUtan 

HOT? In HOT lav 

MX 384623 363053 335368 443633 28077 443853 93118 

■ FRANKPtfRT T8ADWQ ACTTVtTY Voknno : 7,287^21 

ns 100 4SB3X 48985 49055 

B LOMDOM TRADMQ ACTWITY 

83)050 405650 E33B5 9865 

VMgmi<44XOO l BOO 

■ ACTIVE STOCKS B BEGEST MOVHB 

B ACTIVE STOCKS 




B BIGGEST M0VOS 


■ RATIOS 



Nov 21 

Nov 14 

Nov 7 

Year ago 

Dow Jonos Ind. Dtv. Yletal 

1.73 

1.78 

1.76 

2X2 


Nov 19 

Nov 12 

Now S 

Ye* ago 

S ft P met. Dkt. yte« 

1J0 

1X6 

1X0 

1X4 

S 1 P tad. P/E ratio 

2538 

24X8 

25 JB 

22.89 


AffHMet 
M Cm# 
Oraefe 
naee Cm 
Ucnnft 
Qaee Sys 
Seamen 


HD 


(4X87X00 7M 
14X31X00 33h 

10X73X00 7W 
10X71X00 3214 
6X76200 331 

4X72200 13B» -2 H 

4X86X00 831* -Ita 

4X06400 354 -to 

*•355X00 »1 -B 

3 X03X00 «3H -i 


-2to 

-an 

-sw 

-» 

-14 


»*■ 


Pm Res 5 
Araer led. 


10» 

31 

23H 

14H 

23to 

13to 

23 

27to 


+7* +773 

+4* +18X 

+3H +173 

+1S +129 

-64 -23.1 

-3» -21X 

_ai* -lax 
-3» -11J 


900- 


880 — 


trwtlM, 


DtTi 


8601- 


-1 I l I 


BASF 


17 18 19 20 21 24 35 Onb-Bera 
Mow 1997 Dmmu Bk 


Owe Day's 
prfee cwbbb 
866370 34X -OB 

602X76 110.6 -OX 
549.116 1065 -01 

506275 SIX -0.7 
421,776 60S rl.85 

402.111 606 «<U* 

386502 1166 -OX 

356X06 667 -03 

320X27 6372 *1 

2X3X72 31.15 -flt 


Tutadey 

UPS 

HaRz 
Weta (Br> 
Me Ltaertong 
Trefcan 
Dares 
Eattto 
lias taken 


Ckee Bey's Dry's 

pree eftange dige % 

1500 +7X -49 

I18D0 *560 *4,9 

9900 *390 -4 1 

9990 *38l0 *4 1 

320 -50 -13X 

175 -1.0 -5 4 

290X -ISO -49 

2760 -13X — 4J 


Tuesday 


Slocks Dm Days 
traded pnee enrage 


Camre 

21.457 280 

07 

-1, 

SIR 

14X10X50 

209 

+5 

SmH Beta 

11X36X80 

5751 

-7 

EEC 

11 J4 3280 

394 

+1 

fee* KM 

9.47S2B3 

43b 

-to 

BP 

9282.463 

846b 

-i9b 

UfeOT 

9202.730 

1*6 


Briton 

BX10532 

136b 

+39 

SMTST 

8274.786 

4 CD 

-14 b 

UoytelSB 

7.90*217 

®!S 

-2b 


Tinder 

cm 

DM* 

Dtafta 

Ups 

pnre 

eb»Q8 *98% 

Bum 

136b 

+36 

•400 

Br Thomton 

i5b 

+4 

+348 

RAP 

41 

+4to 

+113 

EMC Faa 

Down 

fiZh 

+6 

+10.6 

AM 

2S?b 

-9ib 

-235 

Q Gnus 

06b 

-18b 

-215 

Costeei 

23b 

-3b 

-110 

AM TU 

131 

-15 

-103 


INDEX FUTURES 


■ SAP 900 

Open 

Latest 

Change 

Wgh 

LOW 

EsL VOL 

Open kiL 

Open 

1 CAC-40 (200 i Index) 

Sett Price 

Change 

Wflh 

Low 

EsL voL 

Open kit 

Dee 

Mr 

BNRdsoiaaa 

MBlBO 

966X0 

Open 

956X0 
96040 
Sen price 

+6.70 

+040 

Change 

B57XQ 

967X0 

High 

945X0 

966.00 

LOW 

306.015 
3,487 
Eat vo (. 

368,070 
26X62 
Open kit 

Not 

Dec 

■ MX 

29QBX 
281 IX 

2785.0 

2781.5 

-17X 

-17X 

2824X 

28293 

Z784.0 

2791.0 

39.004 

25.418 

2SJ65 

27X31 


Open Sett Pnee 


Change 


High 


ESI. VOL Open BlL 


Dec 


2405.00 

2412X5 


238625 

2393.00 


-26.7S 

-28X0 


2410.50 

2420.00 


238225 

2391.25 


10X33 

6J293 


1B2®S 

14,957 


Dee 159000 15840.0 -10000 161400 

Mar 16140.0 158100 -1000.0 16140D 

Open hostel figures tor previous day. 


WORLD MARKETS AT A GLANCE 


158400 

158100 


18.146 

687 


179X06 

15X13 


CDOTy 

hdn 

Mae 

25 

fc* 

24 

ton 

31 

1097 

HOT 

1997 

Ism 

iitai 


ftBrefca 

Gnml 

20782X2 

2083038 

2147726 

Z&I25 21/10 

1SZ37X7 2/1 

3X4 

18 

MB 

AlOnfntoes 

24544 

24821 

24827 

27793 25(9 

22963 28(10 

657 

17J 


Aiktaho 


SOB 

SE25 

987.10 2412 

SE2SD S11 



Cm oB eadr tern to odd l.l pa cast torn. Mdnal Avstata Bede UZJpercot 




fmtala 

DM AMBa 

43621 

435X0 

443X7 

47442 2/10 

37440 S/l 

204 

14X 


Traded tadex 

126024 

725950 

1291X2 

14BDX9 31/7 

113022 9(1 



loan tasker taXar WUd pftt ad d bHor, Li 

’ pa cat re Baraga modes. 




Mgkn 

0620 

235728 

235744 

241641 

3213 26(7 

1571X6 2(1 

2X9 

15X 

Mrtcf held tau ki take at lotto's Uses, netaed by a sBedy band raw and » ftmr OXer. 



Bd 

Mb 

BB11X 

00702 

94220 

136T7X0 8(7 

6955X0 21 

0X1 

a 

XSots eoentad any Area oa ante dug nm stabOy add tbdta ater to /meoegt a! tay ettaeXPtaee rtta 

OK 


Mi 

TSE 100* 

40075 

40031 

40619 

<3048 7710 

34212 11/4 

124 

2D3 


MetttolMM 

389534 

3647 AO 

395222 

EttUX 10/3 

3896JJ 12(11 




Germane* 

663270 

672450 

6773X0 

7209 80 7/10 

*7330 14M 




n ^ r rr* 

nlllP^ 

333850 

339034 

3406.73 

3547X9 ?no 

2646X2 11/4 



}£ttx fta set me*e docks led does Mr ter We Meet saved MOTp *» SM 




Mb 

WAGenV 

494027 

4944X8 

406224 

586671 4(7 

401242 2(1 

361 

15X 

Mb 

ShregMO 

5455 

55X2 

6077 

8821 7(5 

6455 25/11 

1.IB 

722 


SKsnbea S 

10028 

10133 

10870 

1843 6 15 

10L2S 25(11 



Srdtnrd depmsed by modi cfesfs ad tear Sta iqBaf eemey ikptmaftn mb lessen Cm's rmyisBinm 



BB 

IS 

1406.74 

1406X9 

359372 WHO 

844X1 2(1 

■ 

in 

Cadi AnOTc K 50 

4735 

4867 

4861 

82600 25? 

47670 7V5 

IB 

IB 

Seam tel i.e per cat OTny son oaten ta dm ngatto fr dab Upd> kP stomp debt mgs. 



Demerit 

QWeedt 

BS50 

626.10 


86251 PTO 

<2014 2(1 

13 

19X 

Btakng dan n tm a Dm Duets Beta Ada year tip Setae emtag dt to ckm op 096*7 m OtaTBt.41. 



Edfft 

C*oSE Gen 

3508 

351X7 

W 

. _ 

- - 

ia 

01 

9ms OTtratf risn ti Egypt* 60ft <n Tieafiy to etor taw dta task tdtag In bkxttlp stxta 



FWmd 

m GenOT 

3420.10 

344ZX8 

3561X8 

3890X1 22(10 

24SX3 an 

2 X 

145 

Sam died t> beta am IMf pern to An and genaota ttmatass ttahp 




Ren re 

S8F250 

1809X7 

181531 

1045X7 

200X43 31/7 

153X19 2(1 

261 

167 


UC« 

278626 

290248 

236170 

3B0LOI 3H0 

22E53I 2(1 



ftnttg team n tacos Mr Mas supended adead at opeaed fKMSK Opyata el too tatat auCactm 



Genmy 

FK Attn 

1274X9 

127223 

131239 

148154 31/7 

98621 2(1 

1X2 

19 


Otmtete 

375540 

374520 

388290 

<33670 31/7 

2SS90 2 n 




DM} 

364923 

383063 

3950X9 

<436X3 31/7 

284877 VI 



Qrn dt WHifl- Ups MOB He dtae. M by t&og KU Suet 





Gwoco 

AtaBSE 

140250 

1401.70 

143874 

179«< 5(10 

89454 2(1 

327 

MX 

Pukd ad d tfly doteta b due Ngber. ufrd ay aatag rosy a»w btamt rm sal Bo* Bapea basses 



Doc 

Mar 


comy 


3849.0 

3662.0 


38800 

38900 


Noe 

24 


* 21.0 

+14.0 


fc* 

21 


3883X 

3S10.D 


«OT 


38200 

3864.5 


21.214 

540 


75.982 Dec 
7,688 


5672.8 


5675.0 


+33.0 


5694.0 


5652.0 


3.276 


19X01 


1907 

Lot 


* fit*! * F!E 


MMU7 


£573X9 645460 696120 

■ ttatprs 7 per art ctqi DboIbb rtpatsl Cut*V 


6® 


81 


BSE Sera. 

CM 500 

helped tm MM 


3479X9 3403X7 352344 46ttiB 5(0 

64123 62340 £5055 KLZt 5/8 

r MnAyT 3 pa catted taer, added 


2/1 
82221 2(1 

OTWMU 


.Marts CAR. 39567 41021 39126 740X3 W 38126 21/11 

Uxs el 15 ptr eeor * pons mar tope jkntn debt sad ffn «te step bagneneti /roam b sal 


S3) Omd 3725X6 3714X9 374128) 

Data non? OT rmto Indue to staler lefadto asstn 


1410 


272507 21 


2X3 118 


237 178 


100 

Ant warped eaif met as i 


291X 270X2 R JITJB 60 

bo strngpd VI Tdtpo's mtsne 


214.15 21 


iMy 


BO COM 30 
Brace Con U 


fta «r ended tav, tet i 


225X1 72485 229.16 24288 25/9 15574 V\ 

94313 94514 9S7.1 100689 2210 642X5 21 

151450 150730 15352.0 16099X0 S9 1O4BOX0 2(1. 

p4a and * doe as W »atfS eat/ t*r /atarad U 


17 


184 


Mdei 225 

1586753 

« 

167213 

20681X7 166 

TS0B2S2 14(11 

MM 300 

mum 

H 

21.19 

30X71 26(7 

22677 14(11 

toot 

1207X7 

« 

1272X3 

1660X6 266 

11773 14(11 

3d Sr** 

1294X2 

« 

131817 

184X28 306 

1294X2 Z/U 


081 


Sbtaad IT per cn Mr rtgtdMi at 4ti twpst Mb- Made gwrad heart setng tt Maage and teak Mas 


I SE, 17123 17200 « 

MM Magged tam t* toes h (oAhg ends Aae Rlkf « tad k* df taegn and bat tow toerai 


USE Qnp. 541X7 570X7 560X9 1271X7 252 53662 2011 

Stsandm at Itted Eag/oeea set /tang eSa tor aeeKt cwtaear snesdf oaapmd setendi 


12 


86 


4705.47 472892 

• eerff gaes. BXng me Snot 


483222 5386X5 1610 


335946 VI 


129 119 


cast 


562X5 66425 66368 6B2S 2» 

r ar 8b noted ended Jtnost trdanged 


451X8 31 


CBS TRkCoi 
CBS M Sr 


H&txti: 


10325 10403 10669 (194X0 7/8 

58L9 5964 6117 80140 7« 

pm at> PIMps earaHp 8Pn3a/s taea to faf i 


210 208 


MMZmod 00.40 228282 232423 2343X1 

Fmmdtepam 4MH0 rafed to Ue tote read it pa tea of 


210 


2162X1 2810 


3X6 


SE M-3m 6426X3 643180 6444.77 - - - - 

Deatut htaaedi week noket on sto I twesos statg slots t> ose cadi atoiT id He Jppmdtag OHM season. 


188 

IB 


0* SE tad 202535 206138 210396 2287X6 2210 1636X3 2t\ 

Saras ita b 9w tame tool sen Mp Mem dy tda e Pda met a leek at knesta mat 


183 14X 


Nntfc'SE 173104 1747X3 1750X3 206788 2210 T34U1 71 

Stats dm tat cB eerif taex <nUt ardrim mam/ Ada? (y upeg hot daww t/nemaaet ena petatay. 


Uata 


175880 1770X6 1502X7 228340 107 


142980 VI 


Hong bog HaR Sag KB25X6 1058636 1054620 1BB73Z7 7« 

HXCMO* 186738 19Z7X6 198347 411655 27* 

Totaled 25 pr o« Mmr Ota it Ttopt wd utcon tmt . 


28(10 

2810 


183 106 


MOT Canp 1795X 183187 1649X7 3447X0 3 12 174618 2610 

Setaam ae^d tr ytaatO demo ead m aa I8M soeet Pita lei i7J per ten t> ae* ta*. 


11.1 


Corky 

MR 

Not 

tor 

tow 

1997 

1897 

£ fled 

l * « 



X 

24 

21 

MOT 

Lon 

Potato 

«S 

14223.7 

14461 X 

146800 

183)949 18(2 

1422X78 25/11 

IX 

104 

Stans M a year tm as mutts ondmed u kd mod I* aamei b gua egdly nanas 




Portopl 

BW.3 

30023 

347293 

3450X1 

3886X1 3(10 

2165X7 an 

124 

32 


PS 20 

8127.19 

8066X6 

803631 

85X5 3(10 

51534 in 



Sans axta bm. am try Hnpre ntusen nan mtot n 8b ttagm Stray take tr dnebpta natoK 



ROBEkl 

ms 

W 

368.47 

362X9 

5715 600 

21338 6(1 

na 

«a 

Sores fcf amply x taatas noted ttam pees, mated by nOBy n tie fteson ptmvnt bad natati 



SOT" 

25 fit-s pan, 

433J1 

4395 

47736 

5735 IW2 

38078 28(10 

25 

146 


grata Tn« 

164640 

16815 

1642X0 

22715 201 

14975 28(10 



fta spared by pdt-tdmg dta tknafs pans stap tease ti taped reugf tacea sebng at tbbydsi atta 



Status 

sa 

171.14 

1715 

169X5 

208X4 21(3 

164X1 237 

IB 

■a 

Saes ended stood imaged ei tamag taped antaaet Day 564 elan charged ante tt toe mtre mprtei 



SoOT Akkra 

JS Gold 

8120V 

0092 

7S5X 

1588.10 27/2 

777/0 1401 

307 

Hi 


JSC ML 

7807.lV 

78667 

79386 

911420 718 

74335 28(10 



SBb reeled dtpdy kmer to epta d eaten w8 eunudhg anode dads tmtdrg Ang b Heaencm. JO tad Uewm 



SbOT tan 

tareaDre£r“ 

439X9 

45054 

50607 

79229 17/6 

<385 25(11 

35 

10X 

tanged to lOyo* tm as anm dummo ora prmttr top attest ode ttsdtag tarn fetaFnesoe nW 



spa, 

Matted X 

58610 

58323 

won 

64020 1/10 

43454 2(1 

249 

19X 

snaps mo SQKead operand senate tuyag d tttadn dom Base mere tv trigged press. 



Sri lata 

CSE AS Srae 

67040 

67810 

680.10 

9579 31/7 

80670 2/1 

IB 

na 

fta 1.1 per ted dlo condeed sebng d due tats Hoad Ptene U6JB ported. 




Emm era 

ASvnrekl&n yj74£ 30002 30510 3315X0 7/8 237850 S'! 

« ran teare bbng stopfy an nonce fte ante to Asa nay tangeo esndgs gram 

15 

213 

SHfentato 

SMtadn 

56663 

56457 

5725X 

80125 8(7 

3925 7/1 

1.14 

215 


SPi temi 

35805 

3569.16 

361120 

3770.16 3(10 

250922 6(1 



IBS manned pas take tbd sown re ream* coteuto to dm mpned d tid mnekt bdth pa Xt knead. 



tatam 

■etetafir 

T7595J 

775625 

777335 

191165 26(8 

B44JB Ed 

15 

2££ 

llesptntal ta/i audan rtaa tan pane to Ysetadt ckeai a, tack d posters BOP bpm 




IWtato 

bmb set 

BUM 

412.18 

42159 

95987 m 

3665 am 

6X5 

9.7 

taauebd to Unto mr a» MR? as lab amts dad 65 pn cat Son Cumercut snr fta 10 par cent 



Inter 

■ra tod ioo 

384200 

27875 

30775 

3505 23(10 

9955 2(1 

ixT 

172 

Aas ctnad leper re comra re 

ore cm ta gntmnefa iMtai ptas 




Vfnnutob 

ec 

85015 

66068lt 

900672 

10917.13 17/10 

60915 12(3 

IB 

BB 

ZMteree 


u 

032439 

more 

12DB15 SB 

92925 24/11 

na 

IB 

Shoes capita let lecotay Mr 

tost meftta 15 po cot tx as uidkm domed to fta nnsney nU 



WHO 

fussp tends 

M 

2505 

25451 

255 7/10 

219X1 14/4 

re 

re 


MS Cvtal hS 

9160* 

927.4 

939X 

BBUO 31/7 

7945 14/4 

re 

re 

DBJSS-BOBOa EuokKk 100 

255138 

255957 

257B 83 

2(945 7(8 

1X9X5 2(1 

IB 

IB 


FTSE E1D0 

2146X1 

215658 

22065 

23855 7/8 

15825 2/1 

re 

■ 


HSBC X Dpi 

M 

2595 

258X0 

<345 6(8 

2555 28(10 

IB 

ra 


MG Brage Emrg 

M 

1415 

14128 

198X1 V7 

0875 1301 

re 

re 


“ S* ttw 22: THun VMgMBd Prtn T0O7XB; Korea Comp Ex 46&*1 §5 MoMeaL ♦ Tuerta fc ) Ctaaed. M Uadklta ( IBS/CMX aeaHnum nte Mi* 25 - 3850.W *1604. 1 Correctua * (T etau tai ed m 1500 GUT. • Eukefng hereto, t (ndUsaoi, f*o Utaes. ftw cta l end TnapomBon. * ike DJ km Ms i srae (toy's mm ana tows m the 
eeeft stock; wftereae Hw eetOT diyta MRie md tow* repreeere dm legheei wd toweo atone due 9w mat hoe readied dutog the dey. (The tgms ei bredreta •» prewu OW*. f S Uyrt b oBa* reeaicUstan. $ Vtoka end R€ mb to based on CMaaram Total Haw Men f MtosaMen. 


U the h#nel and townre pnees mcned tftamp me day by 


NASDAQ NATIONAL MARKET 


4padDu/taaa»2S 


NASDAQ NATIONAL MARKET 


IBi E IMta Stab Lae LOT Ctot 


MX Cot 
team E 

tatreCp 

M#di 

ADDCI 

**«W«R 

uus 

WWAm 

takldUb 

AtMMI 

Mnnfli 

tab* 

Air AIR* 

AM* 

Mean 

Men Oiy ■ 
AReesl 


ABfCR 

aereet 

ADlM 

WKWl 
MltaHB 
in Seen 
4n fray* 
MW' 


AnpHdf 


*o*ds 


BnarvCb 

ApagnEe 

AptaB 

APBkC 


*MT* 

AKCdB 

■WOT 

fcaer 

MU1 


ABRtin 


4vnClS 

MBS 


BmJ 

MX 

HaEK 

toia/Si 

QseiCjrp 

Itaanr • 

(MSnf 

* Bra 

£ca*£ai 

6W3B* 

BPEtoc 

aiTec* 

noun 

SWN 

Mk£n>t 

Are 

Hegw 

Hurt 

»»P<3 

BKSOT 

fketani 

KU6B 

ham 

■rsiacT« 

Bede* 

ftadnl 

ItPlhn 


i27 mi oil 
XU 41 b 

33 ea i?a 
27 9118 50t» 
47 C8B 17 

037 31 ?0 38 

035 18 CK Ota 
30 Tie 
43 m 416 
BU 17 1705 29% 
053 rr step xtV 
020 21 280 29 

1X3 1# 398 97 

on is 203 27ta 
OS 3M3S7 !3>2 

oa « jo <i l a 
112) 6*2 
1 04 3 430 28 

13 14 tO t/3*t 
» tt 1ft 

34 78D 1|( 

X71138 47% 
0 41 17*4 

122 8380 3% 
» 1503 Id 

27 *9 15% 

071 (4 3049 38% 
34701 5?J 

!88 1b JO # 
24111® 32 

tO 72% 
21 19886 51% 
•84 V, 
030 24 154 38% 
044 40 HI *49% 
010 10 397 9,1 

221032 3y 
OM 21 458 22% 
251RI? 34,1 
18253 17% 
007 14 M 21% 
030 3 1>W S3 
024 12 356 10% 
IF* II 32 33% 
» 11 % 
041 14 745 1*1; 
97 3% 
KM 2A 
3TH5 25% 
7! 2272 21% 

2m .-0 3% 
1G164S& 24% 
3855 3}i 

024 15SB0 38", 

624 3 

15 530 *9 

800 «9 7% 

QBl 12 .i>* 22 

2570 1fi% 
12 2D5 34,1 

in in n 0% 
ue i? wsj sh 
nn rv :b% 
lU? 24 KB Bl 
31% 


43% 43% 
4 4i 

17% 17& 

« 

38% S& 
38 X 
41% OC, 
7% 7% 
43 43% 
2*,*. 28% 
Mtt 27A 
28% 28% 
as Bb% 
2&U 28% 
27% 28% 
41% 41% 
« *% 
27% 27% 
22% 3% 
:% 2% 
<U itt 
*6.‘. 

18% 16% 
3i% 23% 
8% 0% 
15 15% 
38% 36ft 
4ft 5% 
M * 
S% 29% 
73% 72% 
S0% SOU 
4% 4% 
38% 39% 

46% 47% 
»% «% 
3% 36!J 
21 % 22% 
31% 33% 
tf* 17% 
20% 71ft 
3% 78% 
10% KJA 
32% 32% 
W% »% 
17% 17% 
»V 20% 

» ‘ft 
W% M% 
20% 21% 
3% 3% 
3% 23% 
3h a 

X X 

X % 
!3% 28% 

7 7% 
n!i 3 
17% U 
24% 
60 ED% 
24% 3% 
78% 20 

3? r>j 


i**J n 3J 8% 
38 3114 34% 
ilCP 21 335 4ft 
a a 12% 
« la »% 

044 u ru o 
01? ti 3 W% 
;4 :% 

o 4114 54% 
OH 74 U6J 
1«8 !!• *80 
WlW-4 64*2 
037 .1 SC aS% 
43 « 30% 

>o% 


6% 8% 
33% 3* 

S * 

R'e 12% 
IS% 16,‘f 
42% 42% 
14% Ut% 
: :% 
23 14% 
24% 24(4 
4% 48% 
6* Hft 
is,: s% 
s% 

9% W 


e.u .’2 M 71% »% 31 -|i 

»% 
,% 
-% 
■% 
% 


33 

£SJ 

41% 


41 

w. 

5: 

X7% 


J-‘% 

to 

!« 

%’■; 

9% 

9% 


tJ 

i 

.’1 


it 

04 

4! 

.-V*! 



li-a 405 71% 75% :i% 
274 Bji 9% Fji 
50 371 I7?2 '9 

l?l 8% 5% 5,4 
.U 4(7.' (ft f-ft 

oa & *ra »»% i5r% im 1 * 


(MyS 

am* 

cats 


CH»« 

(WOT 


ana 

CWMM 

CtanCb 

CM 

CtoOTQi 

CHI 

ceem 

CtrrusLA 

□B»5ft 


om 

oecsta 

CoweTdr 


UpoarC 

COTomra 

CcndOT 


CH4i 

Centra 


Casn 

ca«nCy 

CtOTcrB 

cnaricdi 

Owrettn 

Ce» 

CWnOT 

C|»9" 

DQCC* 

OH Gan 

DOT 

BOOM* 

DtaOTm 

onOra 

DOT? 

Dnm 

DHIrch 
04* W 

OyOTm 
ogSerad 
GoraaOp 
□o* ym 

ra 
PocbOT 


H OT 

Bta E me BOT 
oa> IB 24 ®% 
tt12 21 E« 24ft 
1W» «% 

20 282 t0% 

»12E?0 *4 

090 22 172 47% 
12 27 17 

M 5% 
13H tfi 28(0 38% 
1039 <H 
11M 1% 

US TOM !*.,V 
164 20 54*101% 
015 39 E(B 39% 
027 16 58 25% 
54 342 15,’, 
«(21 14% 
Q 60115 Mil 
44 IS* 
; US 34 48 *61% 

X 3879 38% 

21 8145 » 

« 1530 37% 

020 24 04 20% 
OH 18 3000 23% 
009 1678 27% 

009 1MB 27% 
'34 225 27ft 
»OB 17 faM «% 
1309 35% 
1030 13 

216 8ft 
<9 3ft 
060 17 ICE? 37% 
1469 3% 

054 12 45 95% 

2937958 44% 
6 460t 15% 
002 a 2280 32% 
11 90S 27% 
674 4% 

a ass t7% 
1461 8% 

1633 2ft 


Lot last 
98% 38% 
23% S% 
«% *A 
10% Xfe 

42% 44 

47% 47% 

17 17 

5% 5% 
59% 68% 
4ft 4% 
1 % «% 
18 % raft 

88% W 
37% 38% 

a &% 

15% 15% 
13% U% 
M Uft 
1 % 1 % 
81% 61% 
25% a 
nre% 18ft 
37% 37% 
19% 19% 
22% 223 
28% 37% 
28ft Z7|i 
28% 25% 
»% <8% 
36% 35% 
12% 12% 
48ft 8,’. 
3.’. 3ft 
36% 36% 
3% 3% 
34% 35 

oft « 

«% 14% 
S 32% 
28% 26tt 
4ft 4% 
ta% 17% 
«i 2 Bti 
2% 3}J 


I FsTot 


OHIO 

88* Sew 


BTI Cot 
, OTraree 


Dot oo 

DagbTO 

upn 

tastfnrau 
tD Wi 

tttPOT 

(BOOT 

Ffebtfl 

DtdMt 

Tease fta 

MOT 

EkOTf 

OTnrCOT 

teqpB 

BtDWea 

fine 

ana 

{e»9 

fatal* 


15C18 
013 8 

101 
a CDS 
020 a 5? 

«w»? 

aa to 2*47 
48 
JO 
3235 
S 6803 
3274 
29 05 

198 

016 X 5501 
072 13 574 
19 6082 
0123*0 * 

a bd 


22% 22% 22ft 
117% 115% 115% 
*•* «% «% 
25% M% M 
s% 5% S% 
B% 79% 81ft 
27fl H 27ft 
S% 5 5 

16% W% 1F% 
»% W% Wft 
17% 16% 16% 

1*2 Ift 

49% 49>2 48>J 

II 10% 11 

3/% X 36% 
15% 15*; 15% 
2/% 25% »S 
?* 22% U 
* 38 3B 


i KmoCb 

UcalecB 


rauao* 


60 S% 
(UK S Z33 31% 
5M 1ft 
2881 % 

14 706 23*; 

044 17 45 30ft 

12 299 17% 
1118 5% 
X 1738 2*1; 
1361 «* 

8339 29% 
3EKS 2ft 
17 137 3% 
MB 4% 
133 9% 

130 8 

Oft 13 S 8 
i as 
40 6% 

a sms aft 

15 7 10 

046 12 118 23% 
OS 5326891 *ra% 

5® 3E3 53% 
14 X 1?% 
M 303 1B% 
If » 11% 
19 1811 1*% 

060 12 sen Tift 

19 147 S% 
OS 19 727 S3*; 
020 62 668 18% 
060 2 2«J 34*; 
10 S ft, 
W 7423 25ft 
3B5 lft 
302 2% 


3ft 5% 

38% 38*; 

& >ft 

4ft % 

22* 23 

29% »ft 

10V 16% 

*S 5 
a% a«A -% 

4% 4ft -% 

25% 3% .2% 


5% 5% J, 
!8% 27% *% 

10 10 -l; 

22% 22*2 •% 
«% 45}i -1% 
5D% 53 -% 

Cfi »% -ft 

W% 19% -A 

11% 11% -ft 

13% 14 -% 

70% 20% -% 

25% 25% -% 

SV 53% -% 

!£%»%-% 
B% 330 
0% Oil -ft 
23% »% -*; 

1ft 1% • 

2ft 2ft 


072 X 18 18% 
21 217 15% 
17368 21% 
080 » 301 51% 
QBE 20 898 25% 
16E 4% 

20 817 26% 

21 244 5% 

24 4B41 55% 

058 14 74 X% 

111 11B 8% 

am a 4j7 »% 
S 72 *22*4 
074 301OOS2 B5% 

05? 14 t« 36% 
10 S3B1 18Q 
S75 S% 
OS 71 537 35% 


Stork Bk. E 10th HOT lew IOT Qag 
DagHttS 16 279 32% X 3^4 -% 

0** « 152 13% 12% 13% •% 

QOOO a SB ft H; ft j, 

OOTOTM oa 51 36B *33*4 JPV 32% *% 

Ceaeodi I oso 14 *69 *16% 17% i7‘; •% 

1* 13 3 3*% 34% 


K 

Ob. E 


lew 




10 ?DS 18% 18% 
18 It* 13% 13% 
am 17 2013 38% 3?ii 
w ift a 
663 6ft 6, 1 , 


CncrlMt 

UOTOT 


7E731I9 23ft CS% 21 +\ 


rareBwa 


BreSb,* 


020 2 


»% 


I'OTK 

Loader 

EcnriOT* 

Ml Bp 

WD 

mod 

TOlhS 

PBb* 


13 I Oft 4% 9ft -ft 

5? S85 24% J3% 23% 

020 IG B&34 27% X 2% -ifl 

41(6 B% 7% (% -»; 

31 SB3 *2% 18% «% 4% 

127 >4 15 a% 79% ?9% -1% 

37 CSS 33*2 33% % 

181 5% 5% 5% J » 

31 09 « 15% 16 HE 

3? 1*0 36>7 37% ».'■ -tt 

£E *2 ft % *» 

«s: 5% 5% *% 

533 3% 5% 3% -ft . 

0 (P % % % 

nm U3E63E O'* «*% «% *ft 

lb 5ft *!! 5A •% 

?4 73 31% 33% X -ft 

C41 O 9(i 10 «A 

1BJ 10% 8*7 W % 

.-0 aaft xf. Xft m 

«3JW a *% ^ ■' 

IC 167 I ill «»% ”% -% 

43 1^5 9% 9% 9% -% 

12 » 15% IS 1S% -% 

DIE 57 1195 51% 53 3% 

CS8 3 VHB «%»%-% 

5 GST 14 13% 13% -14 


104 1985 
012 191627® 
1138 

ora rains 

030 19 1095 
1351 
337 
1X3 
72 696 
16 670 
0CB4G7 7097 
B37 X a 


29% 29% 29% 
1ft 1% l% 
9% 9*« 

15% 14% 14% 
6% 6h 6% 
13% 13=4 13% 
ioil ioft «% 
18% 15*; 1S% 
18% 76 *ft 

5 4% 4% 

21% 20% 20% 
3 29% 79ft 
10% W% ’tt 

J% V* 3% 

15% 15% 16% 
Oil V. 9% 
26% a% 38% 
W? ZPs C% 
15S% 183% 


O*; «3*j 43,i 
25% 24% 24% 
11% fli II 
5*4 *% s% 
29% 3% a% 
lOfl >0% 10ft 
84% 21% 3% 
15% 15% 15*4 

6JA 52% aft 
5% 5 S% 

86% 64% 86% 
i4 a ^% 
77% 2f% 7? 

-20% 20% 20% 
* 34% 3SA, 
HI 9% 8ft 
33% » 31ft 

9% tt »ft 
4ft 4ft 42 
6V 5% sa 
a 16% 16% 

73% a 20 

9% 3% 3% 

139% 138% 139 

U% !?H *Ti! 

14% 11% 14 

0% *7% 49,1 
3% 3fi% 39 
68% 68*; EB% 
11% 11% 11% 
17% 16% 17)1 
11% 11% 11% 
34% X% 33% 
34% 39% B% 

38% 37% X 
6% 8% 6ft 
a »% 29% 
*9% j?% a% . 
a ra 1 ; a 


tan 

1^5 

24 

+SS3 


Wft 

8#ft 

•1ft 

RDtaCtri 

0J0 

16 

ISb 


27 

a/% 


W*w» 

OK 

14 

6 

5% 

5% 

5% 

-% 

ftrssn 

DIB 

17 

52B1 

3»(l 

38 

3tt 

■M 

ROTGre 


32 

tta 

»% 

K 

6% 

•** 

(W»K 

«4 

18 

0S2 

20 

19% 

20 

-*2 

tafran 


10 

1SJ 

B% 

$2 


♦% 

£*KS 

\X 

16 

2312 

«/. 

*7% 


V. 

StCCanA, 

0*0 


40 

12% 

12** 

12*1 

■% 

SWBH 

02D 

88 

71 

13*2 

12 

'2% 

+*2 

34MVA 

DC 

16 

238E 

23*2 

22% 

22% 

-*» 

SCta 



13* 

B% 

7% 

7% 


saw, q> 

D52 

2 

*M 

Kk 

12*2 

>«i 

+A 

Sera tod 



ifl 

lft 

lft 

lft 


S«*u* 

IJ0 


B 

A! 


3,1 

•ift 

SStar 

026 

3* 

a* 

<3 

«% 

U 

«ft 



8 107 7 % 7% 7% 

II? 10 134 51 49% 48% 

» SBO 29% 2 2 

4% 4% 


U 14 14 


MOT 


.1% 


17 127 24 S% 23% 

699 3ft 9% 3/, -ft 




35% 34% 36% -% 
57% 51% S2% Hft 
S% 5ft 6% -% 
1% 7% 7% -ft 

24% 24 34% .ft 

»* 28ft 28ft -ft 
34% Bft 34% -% 
Itt '0% 10% -*» 


572 ?ft lft 3 
31 479B 67% IB% 65% 
13 388 10% 10 10,*. 

27 S67 toft 41% 41ft 
IS® Eft 27ft 
S 29® 40% X 39% 
9 3 48% 448% «B% 

44 J83 38}3 34,», 38% 
535 »% 8% itt 
7 B» 3B% 31 31ft 

H 19771 »% 49% SO 
a 3» 25% 5% 25,1 
aw h% 48ft «tJ 
1670*83 X J3 34% 
1438 6ft 5% 6)1 

77 320 74% 23% 24% 
16 204 9% 9% 9!2 

M 4*3 44 % 43% 44% 
51 MS 2% a 72 
18 |0 11% 11% 11% 
1307 7% «% 2ft 

24 138 38% 35 35% 

418 2ft ?% 2i.' 

10 9 36% 34% 34% 

56 1571 71% Xk 3>% 
303 3% 3ft 3% 

18 (1 2*,’: 23% 3411 

1057 2 «1% 1ft 

T9 193 43 41% 41% 


IS 6*01 

IS SM 
IE Id 
U51COT 
Hot*, 


ranm< 

Imvecra 


Vn* 

MeonM 


VL3IHCK 

WaeB 


i«n«v» 


Dk E m Myl IOT LOT CM 

015 17 82 22% 71% 27% +1 

240 » 144 E2% 61% E7% *% 

3E 10% 9% 16 -% 

49 7% 2% 7% 

060 X 63 9 58% » 

0.48 71 3M 26% 20 26*2 -% 

05D E 10 101% 102% 102% -1% 

37 IK 6% 6G% 

fta E 3 21% 20% 20% •% 

2813 1j% 13% 13% -ft 

Ora 14 2250 a 27% 27% *% 

«» 28*2 28% 27% •*, 

76 S 151; 76% 15% -% 

42 TOO 36% 25% 26% -1% 

2011121 3% 20% 21% -1% 

734 7T% 77% 27% % 


AM 

WMO 

mreerEe 

vraeu 

WlpSU 

BHSMA 

WreSoaona 


WW.VW, 

WpMHSb 

Oof 

atom 

XenuCmi 

Moon 

Idttr 

mikEn 


048 

a iwi 

43 HO 
1 12 2111211 
DJI 14 305 
0L25 15 EE6 
ia i9 897 
aw it io« 

1® S IBS 
a 857 
a 2058 
31 4305 

oa a 2 

4.T7B 
OK 17 3782 
031 21 522 
040 77 182 


22% SIB 22% 

17% 11% 11% 

67*2 BjI 67ft 

X 25% S% 
21% 21% 71% 
3% 28% 27% 
71% 71% 71% 
92% 90% 91% 
41% 40% 40% 
30% aft 30 
41% 38% 39% 
13 13 13 

37% 71% 31% 
18B17% 17% 

*5% 45% *6% 

22 71% 21% 


2110134 34% 31% 33ft -ft 

118 1770 10% 10% 10% -% 

HR 6% bfi 6,'i -% 

1040 514, 40 S0J2 -Zft 

1261 27% 25% 26% .% 

90 W4 8,’, 7% 8 -% 

046 21 IX 39% J8% *% 


AMEX PRICES 


4 pm tiass November ?5 


■k 


17 144 16% 15% 16 

18 124 7% 7% 7% 

Ei 20 16% 16% 16% 

O 13ft 13% 13% 
mo 31 200 3? 51 31% 

036 IS 11? 19% W 10 
0® 16 97 15 l*% *4% 

008 48 47 16% 16% 

044 a US 18% 17% 13% 

MO » «80 29% 28% S% 
U8 M 357 «% 39% 40% 
a *5319 «4 38% 43% 
a f?ft vft I?,’, 

2*6 a% 2D|% 23% 

7253 37% a% ai 


II 281 
040 3 717 
692279 
5813 
730 

U4 24 396 
USE 
5 S3 IB 1*2 
B56 S 55® 
22 9C 
084 a j;a 

a <5?s 
11S37MS 
12937 
U PS 

a 


8 357 17 *e*4 

49 8 £ r r 6% 

J!HM 2 T~ 

:a ! zd s% a 

’CS 11 539 * G% 

144 It 5ffi 67^ 67% 
C82 T9 66 r% «i, 
IX K 71 65% s% 

ns tt C ft 
rrcra 31 r% 
czc a a*; 

T3 >3£ 46% a% 


Dk £ 156 

MOT LdbBossDbb 

i« 

47 

9% 

9% 

B% 

-s 

S 

TT 

w% 

10% 

10% 



• 331 

% 

% 

u 



®* 

10% 

18% 

ta% 


l« 13 

a 

*5 

45 

45 



41 

5*t 

*12 

4ii 

-ft 

2X0 6 

25 

as 

as a% 

-*• 


430 

9 

8S 

8% 

-% 


no 

2S 

2ft 

2S 

-ft 


to 

IS 

1% 

is 


23 

M 

5* 

5% 

5% 


ore s 

a 

4**2 

« 

*2 

■:*; 


*fl 

5*j 

5 

5 

■S 

ore id 

744 

IBS 

itt 

»S 

Jj 


3 

Vt 

&% 

5% 

•% 

0« 

to 

CS CS €S 


16 

EO 

2S 24S 

25 

-3* 

300 <1 

22 

2% 

2ft 

2% 

-ft 

oa o 

57 

37% 

27% 

37'i 


ore » 

11? 

4S% rfit 

o% 

■IS 

nm 

3*4 

3% 

Vt 

3): 


ti 

ir 

16ft 

dir. 

is*. 

•u 


39 

BIL 

6% 

85? 

-ft 


71 

E 

■tt 

li 

•A 

9 

to 

9 

9 

8 


032 SSI 

597 

11% 

10% 

11% 

XA 

-s 

16 

a 

30*; 

»% 

ft 

i: 

36? 

IStj 

10*4 

«tt 


038 a 

M 

3%; 

30% 

71 

•% 


?T 

TS% 

10% 10% 

J 4 

3SK5 

6% 

5% 


li 

as? 17 

re 

Tj* 

17% 

I7« 


sir 



7|i 

-s 


GOTO 

GatodG 


060 17 34 S 24% 24% 

608 Bu C‘i ‘ 


- 

EOTFMt 078 a 1494 M% 31 % 32 ?J 


SB® 


U7P |b)H xn JIT JCj( 

0J0 16 104 Itt raft 19% 

12 165 % % % 


ttoO* 

HB» 

HednCk 

mura 

mat 

ftSM 


2 % ?*8 
S% 28% 29% 


IBS? 2ft 

032 17 2041 3 % 

10 - .. . 

I lft lA 1 8*4 
OW 33 «* J 4 % 3 « - 

ICE- 940 itt 16 % 

■ 06 7 *; 7 % 7 ft 


tetmCp 
re Cm 
trennay, 
tv 


667 41 ; 4 % 4 % 

9 9ft 


S 3 381 
1810 


a 


Cpo 


DIK 


[&■» 037 370 X 11 % II 11 % 

*J| 20 « 113 % l» 2 % 113 % - 2 % 

f*ur 070 la a 2 tt ®% xu -ft 

ftat oa ti a cs*t a% 6s% -% 

Preilo 409 45% e •% 





N 

a* 







S' 

" fc 





are | 

Btak 

Bk. 

E 

tore 

■re 

Lew 

Ckm 

ores | 

Stock 

OK 

E 

tare 

■re 


Brae 

■to 

-i% 

/li Call 



129 * 

ft 

8 % 

% 


XJMDmi 

zre 

12 

71 W 

57 % 

57 % 

57 % 

■% 


KtaCe 


:4 

39 

3 % 

82 % 

3 % 

♦ft 










tertjl 

ire 

re 

70 

2 tt 

20 % 

30 % 

ft 















r*mre< 

ore 

18 

39 

■'«% 

14 % 

M% 

+% 










xvutm 

0*2 


13*1 

*4 

C% 

43 « 

-lft 

-ft 

Ldarge 

LyxtCp 

ore 

19 

Si 

flOO 

«% 

88*4 

tt 

88 % 

4 ft 

ffl*« 


Iteeeds 

ibetas 


14 

re 

115 

335 

1 ^ 

MS 

Itt 

w 

Itt 

38*2 

■*. 

-% 










ireeCret 


0 

195 

ft 

*t 

*1 



tare 


13 

161 

<7 

* 6 % 

•s; 

-ll 

TvtirallB 


B 

tC£S 

as 

19 U 

a% 

-% 


s*das< 

ass 

a 

97 


40 % 

41 ft 










+>« 

taOTeee 



1826 

9 % 

9 % 

9 % 

-A 









-% 

> 4 *iC» 


22 

re 

37 

35 % 

36 % 

-A 

Utfnta* 


30 

to 

tt 

tt 

tt 











uaFaoas 


30 

15 

2 * 

2 ft 

7 ft 


-ft 

HMn 


9 

177 

14 

13 % 

14 

-% 

us ere* 


re 

1 M 

32 % 

31 % 

32 

-% 


HTTM 

oa 

a 

to 

57 ft 

57 , t 

57 ,*. 

A 










WH 

temC 


ID 31 
814387 

22 % 

Ift 

22 % 

«% 

22 j! ? 

•*» 

-ft 

U 



1067 

3 <% 

Ml 


-1 


nra* 


1 

15 

n 

Bti 

Bti 

•ft 





3 *H 


3 *fl 

♦1 

t 

PIC 

128 

1 ? 

S 3 

I 4 g 

14 % 

1 *% 

li 

VBVTi 

1 13 

15 

to 

«% 

13 % 

13 % 

-A 

-Ji. 

ttaqan&eo 



3 _ 

3 * 

32 

32 

•a 

*mre 



25 

1 % 

_ 1 jL 

Tft 

-ft 


EASDAQ 


[tA 5 G* 0 C jSJy 
cwnoNi tr< re, 


ii.quiukJj e«to»nDW» pan Eropc..in Six* U/e-cl WOCM «to ru^i grtv.m (xarexrnes ecu in*irr*Krul sat tare. In* otbim ©i 
E ‘■HMCi 6iX* WxVn! c+n be teugtr end XiU nuipn EAft/AQ bfcneoro 


creearenr 

itareke 

CMnge 
re, dir 

tetaOT 

"Vr 

Lew 

Ceaptoqr 

Md price 

Broge 
on dey 

lMum 

won 

Low 

AflwCW 

USS 3 


0 

B 25 

2275 

Gneoo FotmuQ 

nLigsoo 

-250 

12000 

vm 

19500 

Aljpl 

(T 1123 W 


40000 

M 3 S 0 

12450 

innogeneas 

USS 2162 S 

-925 

34 W 13 

a:.ia 

9875 

Arr«*» SySiire 

USc 5/5 

-0125 

72W 

H.K 

7875 

tasgt Stao-Sya 

0 EM 12 


0 

121 

12 


FT, 12 


0 

16 

10 


U 5 S 4 ai ?5 

-175 

18898 

M R» 

3 


U 3 JST 5 

-053525 

1000 

83 

tails 

i/asuj 

USJ 79375 

-03125 

S 285 Q 

aia 

71875 


GS ?9 

+005 

39000 

715 

285 

fAenaWl 

05 * 0.75 

-03 

0 

i 2 xra 

6125 

[|t SdtlKtn* 1 

U 5 S 3475 

- 0.75 

135 

3 b IS 

16875 

Nil 

USE / 625 

•075 

309 

28 X 3 

a >5 

aiAPiw 

USS &875 


0 

9 i:s 

EX 

ftiJrcfi 

USSZ 75 

-013 

0 

6.13 

2625 

SAIIeiesam* 

U 3 S 139 J 75 

■ 043/5 

0 

1525 

1325 

WweilH- 81 a*ran 

ScMflO 

-23 

3420 

1692 

900 

Estate I'm) kt 

FFi 9 S 25 

-26 

12250 

117 


InptOTWl 

ScWffiO 


?ffi 

soon 

Ht 5 

fctrt islets* • 

USS 5 G 2 S 

-025 

6170 

1225 

4875 

Iun»dyit luswl 

U 5 S 35 S 

•03 

D 

625 

355 


CA^ XI ail« Ptot»> nw uu nopcK to now uceak- cnnjwo nigre onotowy inke-naMr. ooot- E*30*0 so’ be louna an toe WaM tt 
HTTn.'Vr.v.lEAXCBCj.BaEASCfiGinuu.TOiacoTeatoe'uUHktM 32-7 ; 227 E6 2Di m m rw 44.171 . 99»i 



WORLD STOCK MARKETS 

Tokyo fall no 


FINANCIAL TIMES 


WORLD OVERVIEW 


A 5 per cent fall in the 
Tokyo stock market was evi- 
dently no worse than west- 
ern Investors were expect- 
ing, and European and US 
stock markets were able to 
stabilise yesterday, writes 
PhQip Coggtm. 

Other Aslan markets con- 
tinued to suffer in the face of 
fears about Japan's financial 
system and in the wake of 
their own currency prob- 
lems. Seoul dropped to yet 
another 10-year low, and the 
SET index In Thailand 
dropped below the 400 level. 

The yen was another casu- 
alty. dipping briefly to a five- 
year low against the dollar 
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with some analysts seeing 
Y130 as an early target “It 
won't be a straight line for 
the dollar/yen but people are 
more confident about 130 
and probably beyond 
because of the general bear- 


ish view on Japan,” said 
Michael Lewis, senior econo- 
mist at Deutsche Morgan 
Grenfell 

Analysts continued their 
attempts to assess the 
Impact of the collapse of 


Yamaichl Securities on 
Japan's flyumrifli system and 
the rest of the world. 

Brian Waterhouse, bank- 
ing analyst at HSBC James 
Capel, emphasised that the 
markets would be wrong to 
assume that public foods 
would be used to bail out 
Japanese hanks themselves. 
Instead any money would be 
channelled towards protect- 
ing the depositors. “I expect 
we're going to see a lot of air 
pockets In benk and broker 
share prices. Long term, this 
is good news for the finan- 
cial system but short term, it 
will cause some volatility.” 

“Hie Yamaichl collapse 
will force Japanese authori- 
ties to tackle the bad loan 


problem head on," according 
to Reiner Back .at Bresdner 
Kleinwort Benson. 

“Japanese government 
bond yields will rise as . a 
consequence of the rescue 
package as the huge costs of 
the bail-out mean mare sup- 
ply of bonds. But any 
strength in US and European 
bonds should not last after 
the new year." 

European markets mostly 
saw moves of less than 1 per 
cent but there were excep- 
tions in the form of Buchar- 
est, where the newly farmed 
BET index dropped 5.6 per 
cent, and Tallinn, which 
rebounded sharply from 
recent losses with a 13.7 per 
cent rise. 


Nikkei 
drops 5% 
on broker 



US equities 
ease as techs 
lose ground 


Bank activity triggered 
by Paribas suspension 


AMERICAS 


US equities gave up initial 
gains and by early afternoon 
were modestly lower after 
blue chips and technology 
shares met with selling, 
writes John Labate in New 
York. 

Following the sharp fall 
for Japanese stocks, Wall 
Street's main indices never 
strayed very far from Mon- 
day's close and by early 
afternoon the Dow Jones 
Industrial Average had lost 

17.40 at 775(152. The broader 
Standard & Poor's 500 Index 
was dawn by less than one 
point at 945JJ3. 

“The resilience in the US 
market today is a bit surpris- 
ing given what happened to 
the technology sector yester- 
day," said Stephen Shobin. 
technical analysts at Leh- 
man Brothers. Monday's 
sharp afternoon sell-off for 
techs, based largely on feaxs 
of Asian markets, was fol- 
lowed by a more mixed ses- 
sion yesterday. The Nasdaq 
composite index was down 

4.40 at 1,532159. 

Leading the Dow index 
lower were oil producers. 
Shares in Chevron fell $2ft 
to $80ft and Eaton Sift at 
360%. But Boeing, another 
Dow component, gained $1% 
at $50% on news the aircraft 
mak er was hack an its regu- 
lar production schedule. 

Shares in PacifiCare 


Health System tumbled 
more than 18 per cent or 
911% to $53% after the com- 
pany warned that it would 
take a charge in the. fourth 
quarter. 

The Treasury market was 
mixed in moderate trading 
in spite of some solid eco- 
nomic data in the shape of 
two strong reports on borne 
sales and consumer confi- 
dence. The benchmark 30- 
year bond added £ at 100%, 
yielding 6.057 per cent. 

Citicorp fell $2ft to $119% 
after Sanford Bernstein 
downgraded the stock. 
Among notable upgrades, a 
re-rating from Merrill Lynch 
sent Delta Air Lines up Sift 
or $110%. Times Mirror 
surged $2% at $59% after 
Smith Barney raised the 
shares to "o u tper f orm.* 

TORONTO tracked lower 
across the board with gold 
shares meeting with study 
selling and hankie ruffled by 
the upward move for interest 
rates. At noon, the 300 com- 
posite index was off 71.67 at 
6,652m 

Dull bullion pushed Bar- 
rick Gold down 75 cents at 
C$24.35 and Placer Dome 
came off 35 cents to C$17.75. 
A quarter point rise for cen- 
tral bank rates left Royal 
Bank of Canada off 85 cents 
at C$80.00 while Bank of 
Montreal fell C$1.05 to 
C$65.65. Toronto Dominion 
Bank lost 50 cents to C$53.40. 


Sao Paulo slips further 


SAO PAULO continued to 
lose ground with domestic 
political worries adding to 
the pressures caused by fall- 
ing Asian currency and 
share markets. 

“It’s the same old story, 
but now the market is jittery 
about the fate of administra- 
tive reform." said one bro- 
ker. Volume was thin in 
morning trading and at mid- 
session, the Bovespa index 
was off 187 or 2.1 per cent at 
W83. 


MEXICO CITY gave up 
early gains to end the morn- 
ing session with the IPC 
Index off 15.63 at 4,705m. 
Telmex, which moved ahead 
initially following an 
upgrade from "hold" to 
“buy” by ING Barings, was 4 
centavos lower at 19.64 pesos 
at midsession. 

CARACAS tracked the 
weaker trend in Brazil and 
on Wall Street At midses- 
sion, tbe EBC index was 
down 102.25 at 8.50L56. 


European bourses traded 
narrowly in low volume. 
PARIS swung within a range 
of just 33 points with take- 
over speculation making an 
active day among bank 
stocks. Promodes bounced 
on an upbeat progress report 
but oDs continued to slide. 

The suspension of trading 
in the Paribas group sent 
speculative waves rippling 
through the banking sector, 
although at the end only 
CCF. up FFriO.8 or 3.1 per 
cent at FFr360.0, had man- 
aged to hang on to early 
advances. 

Promodes announced 
strong nine-month sales and 
said group earnings this 
year would grow by “well 
over” 20 per cent The shares 
bounced FFr68.00 or 3.3 per 
cent to FFr2,104. Tbe cheer 
spread across the sector. 
Pinault-PrintempB rose 
FFr46.00 to FFX2JXS2. 

Oils were among tbe day's 
more visible laggards. Elf- 
Aquitaine lost FFr24.00 to 
FFr680 and Total came off 
FFrl7JX3 to FFr630. 

Motors were mixed, hut 
Peugeot moved smoothly 
higher, rising FFr9.00 or L4 
per cent at FFr647.0. The 
CAC 40 index closed 16.22 
lower at 2,786.26 in 8.9m 
shares traded. 

FRANKFURT put up a 
firm front for most of the 
day, helped by a stronger 
dollar, but the market slid 
towards the close as Wall 
Street came off early Wghn 

The Ibis-indicated DAX 
index ended just 18.04 higher 
at 3.850.14, having been 41.6 
ahead earlier. Dealers said 
Tokyo’s 5.1 per cent drop 
made little difference to sen- 
timent as the fallout from 
the Yamaichl collapse had 
already hit the market 

Deutsche Telekom climbed 
90 pfg to DM84.90 after 
announcing a planned joint 
venture with France Tele- 
com and End of Italy and 



that it would spin off its 
cable television activities 
into a separate compan y. 

rrhi»TTiif»-flls group 5KW 
Trotsberg lost 50 pfg to 
DM58.30 after it said net 
profits for the year would be 
unchanged, partly due to 
costs and goodwill arising 
from an acquisition last 
year. Analysts said the fore- 
cast was less positive than 
expe cted. 

AMSTERDAM traded qui- 
etly with selling pressure on 
Philips the main feature of 
the day. The AEX index 
ended 4M lower at 87L22. 

Most of the Philips sell 
orders were said to be com- 
ing out of the US and the 
electronics giant fell FI 5.60 
or 4.1 per cent at FI 13L5Q. 
Royal Dutch suffered from 
the pan-European run an ofi 
sector sentiment, dipping 
FI L80 to M 105.20. 

Retail leader Ahold 
jumped FI 1.00 to FI 51 JO 
after notching up net profit 
gains of more than 30 per 
cent for the third quarter. 

MADRID closed higher in 
thin trading, with the gen- 
eral Index ending 5.87 higher 
at 589 J_ 

Banks were tbe main gain- 
ers, with Banesto up Pta30 to 
Ptal.375 and Banco San- 
tander Pta85 to Pta4,S10. 
Dealers said foreign inves- 
tors were picking up stock In 
issues thought to be over- 


sold. Santander was hard hit 
in the recent turmoil 
because it has large invest 
mupffl in Latin America. 

Hotels group Sol Mella. 
another Latin American 
investor which has been in 
the doldrums recently, rose 
Ptai30 to Pta4J20 after a 
new stock options pro- 
gramme was well-received. 

MILAN pared gains 
towards the close, tracking 
the downward turn on Wall 
Street This was in spite of 
another strong day for Ital- 
ian government bonds, 
which soared in the futures 
market on hopes of an early 
interest rate cut The MIbtel 
index ended 73 higher at 
15446 in thin trade. 

ZURICH made modest 
progress with the SMI index 
gaining 20 J at 5,6664. UBS 
remained a firm feature, 
adding a further SFT39.00 or 
2 per cent to SFH.765 follow- 
ing. last week's upbeat pre- 
sentation. Nestle’s 10-numths 
sales figures , sparked posi- 
tive onmment. Pictet reiter- 
ated its “accumulate” recom- 
mendation while Rawlr SaL 
Oppenheim pointed to the 
shares’ defensive qualities. 
The stock added SFtiLOO to 
SFT2J96. 

Written and edited by Jeffrey 
Brown, Jonathan Ford and 
Pater HtfL 


The collapse, of -Yamaichl 
Securities sparked the sec- 
ond steepest fall fair equities 
this year when Tokyo 
reopened yesterday after 
Monday's national holiday, 
writes Bethon Button. 

The Nikkei 22$ average 
dropped 3.1- per cent; slip- 
ping back through the 
1&000 level it regained last 
week to dose at 15,867.08, 
down 854-05. It opened at a 
high of 16,607.89 and hit a 
low of 15.774-33 before 

bonnchig back a little. 

The broader-based Topix 
index also dropped 5.1 per 
cent, ending down 65.06 at 
1,207.37, and the capital- 
weighted Nikkei 300. index 
lost 12-21 to 238.98. Just 42 
issues nude, gates. 14-74 fell 
and 41 ended unchanged. 

Financial stocks bore the 
brunt of the selling, with 
banks down 6.9 per cent, 
brokers 6.6 per cent and 
Insurances 8Ji- par cent. 

Hokkaido .Takushoku 
Bank (Takngte) and Sanyo 
Securities, the two compa- 
nies which collapsed earlier 
■ Hite mnntii l were among the 
most heavily traded shares. 
Takngin ended unchanged 
at Y3, and Sanyo was 
unchanged at Y5. Nippon 
Credit Bank lost Y20 to 
dose at Y100, still above its 
all-time low of Y8& 

Several smaller banks and 
brokers were marked ask- 
only for much of the day, as 
large numbers of sellers 
could find no buyers. Yam- 
aichl, Japan’s fourth largest 
broking house and the coun- 
try’s biggest ever corporate 
failure, closed ask-only at 
YB2, down by the maximum 
allowable amount from Fri- 
day's dose of Y102. 

Taiheiyo Securities, which 
is linked to YanudcbL fell 
82.6 per cent to Y62 and 
Unnkakn Securities 25 per 
cent to. Y75. Daiwa Bank 
s uffe red the sharpest foil in 
the banking sector, losing 
308 per cent or Y80 to Y180. 

Turnover on the first sec- 
tion fell to an estimated 
597m shares from 606m on 
Friday. In Osaka the OSE 
index fell 88741 to 16,43047 
in volume of ]X5m shares. 


India depressed 
by weak rupee 


India’s stock market 
rebounded 24 per cent yes- 
terday after a sharp foil on 
Monday. But analysts said 
the recovery was technlcaL 
Most, believe equities will 
continue to slide - dragged 
lower by political uncer- 
tainty and a failing rupee. 

Since peaking In early 
August at 4423, the bench- 
mark BSE 30 index has 
folfcaito 3,480 - a drop of 23 
per cent The rupee, mean- 
wMe, has fallen 7 per cent 

against the dollar to 
RS3&29- 

For emerging market 
investors, this looks like a 
familiar film playing In 
slow motion. But until 
recently India's currency, 
equity and debt markets 
were only weakly corre- 
lated. Tight regulation pre- 
vented the smooth flow of 
capital from one market to 
the next 

But fiTunrifll reform has 
Increased the linkages 
between markets - making 
currency and equities move 
more closely in tandem. 

Foreign institutions set 
the trend. In the first eight 
m on th* of this year record 
portfolio investment 
pushed India's stock mar- 
kets to near all-time highs 
- and supported the rupee 
at a level of about Rs35.7 to 
the dollar. 

But sharp devaluations 
elsewhere in Asia focused 
attention oh India’s strug- 
gling exporters. Exports 
grew only 2.9 per cent in 
the first five rantittm of this 
fiscal year. “Practically 
every other Asian currency 
Had fallen," said Jeff Chow- 
dry, manager of Foreign 
and Colonial's India fond. 
Investors asked - why 
gfrmnid India be different?” 

Analysts warned that 
many of India’s biggest 
companies - such as Reli- 
ance, Tisco and Hindalco - 
are commodity producers, 
and face cut-price competi- 
tion from east Asia. 

Since October most for- 
eign institutions - includ- 
ing Foreign and Colonial - 
have halted new invest- 
ment, and some have sold 


India 
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stocks to book profits and 
meet redemption pressures 
on pan-Asia funds. Provi- 
sional figures suggest an 
outflow of capital in early 
November. 

Most foreign investors 
expect the rupee to depreci- 
ate by between 10 and 15 
per cent from August lev- 
els. “Our re-entry level is 
about Rs4Q to the dollar." 
said Mr Chow dry. 

Political turmoil - India’s 
old bugbear - has added to 
the pressure on both the 
currency and equities. Last 
week's publication of a 
report into the assassina- 
tion of Rajiv Gandhi, the 
former prime minister, trig- 
gered a bitter row which 
threatens to topple the gov- 
ernment. This led to an 
outbreak of forward cover- 
ing by companies with dol- 
lar liabilities, depressing 
the rupee. 

Uncertainty has already 
taken its toll on the hotel 
industry and construction 
companies. 

Analysts believe Indian 
equities will not resume an 
upward path until the cur- 
rency has settled and the 
political crisis is resolved - 
probably through elections 
early next year. 

Many believe India could 
then look “very attractive 
on fundamentals” - with 
none of east Asia’s struc- 
tural problems. But few 
will risk timing the bottom 
of the market 

Krishna Guha 


S African industrials fall 


Shares In Johannesburg 
ended modestly lower after 
a day of high excitement 
among mi ning stocks but a 
steep fall for Industrials. 
The all-shares Index eased 
18.0 to 84794. 

Industrials fell 58.6 to 


7,807.1, but the golds index 
continued to make upward 
progress, rising to 812 for a 
two-day gains of close on 34 
per cent. JCI surged R345 
or 22 per cent to R19.80. 
Anglo American advanced 2 
pa cent to R194. 
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Hong Kong holds fall to 2.5% 


UFFE in the 



You can’t afford to ignore LIFFE’s Bobl 
futures and options contracts: 

Low Cost 

• Margin offsets across the entire DM yield curve 

• No Exchange or clearing fees until March 1998 


ASIA PACIFIC 


Shares lu HONG KONG 
moved lower but there were 
patches of resilience in what 
was a thinly attended ses- 
sion. At HK6.6bn. turnover 
was the lowest since early 
ApriL 

The Hang Seng index, up 
more than 5 per cent over 
the previous two sessions, 
came off 260.80 or 2.5 per 
cent to 10,325.56. Bank 
heavyweight HSBC shed 

HKSG.50 to HRS18140 to 

account for a third of the 
decline in tbe lead Index. 

China stocks lost ground. 
The red-chip index fell 3.1 
per cent and the H shares 
index came off 2 per cent 

JAKARTA cm wound the 
greater part of Monday's 44 
per cent rally. The composite 
index fell 14.53 or 34 per 
cent to 395.68. 

Telkom came off Rp200 or 
74 per cent to Rp2£75 on 
23m shares after the tele- 
coms giant reported dull 
nine-month results. Bank 
Negara Indonesia lost Rp50 
to Rp6O0 and Bimauiara slid 
Rp225 to Rp2,000. 

BANGKOK tumbled for a 
two-day decline of 6 per cent 
Tbe SET index lost 15.60 to 
396.58. Dealers said there 


KLSE Composite 



Scum. DttMnaaWICV 

was heavy foreign selling of 
bank stocks, which pushed 
the sector index down 64 per 
cent 

Bangkok Bank abed Bt640 
to Bt954Q, Siam Commercial 
Bt6.50 to Bt59.50 and Thai 
Farmers BtS to Bt7240. 

SEOUL fell for a third suc- 
cessive day as investors con- 
tinued to fret about the con- 
sequences of the IMF rescue 
package being negotiated by 
the government 

The composite index fell 
11.05 or 24 per cent to 43949. 
a new 10-year low. It has 
now Men more than 13 per 
cent since Friday. 

The fall was partially 


arrested as blue-chip stocks 
staged a recovery on news 
that they might be allowed 
to issue bearer bonds. 

This is seen as a way of 
funnelling money from 
South Korea's black econ- 
omy, unofficially estimated 
at Won40,000m, into the 

Btianrial marif^ 

Finance minister Llm 
Chang-yuel Is set to meet 
securities industry leaders 
today to discuss measures to 
support the stock market 

Banking stocks led the 
rise. With Ko okmin Bank Up 
Won330 at Wou7,650, while 
Oho Hung Bank was up 
Wonl2Q to Won3,$60. Korea 
Exchange Bank gained 
WonlSO to Wan4450. 

Analysts said local Inves- 
tors were playing down 
reports that the hanking sec- 
tor had non-performing 
loans equivalent to more 
than 15 per cent of Its total 
loan book. 

KUALA LUMPUR trimmed 
early losses but ended 
down 5.1 per cent as blue 
chips sank, hit by local and 
regional worries. 

Banking and finance 
shares were among the 
worst affected. Market bell- 
wether Sima Darby retreated 
26 cents to MJ344. 


Attention continued to 
focus on United Engineers 
(UEM) and Renong, whose 
shares were suspended pendr 
lng clarification of UEM*s 
controversial purchase of a 
32.6 per cent stake in 
Renong. 

UEM was reprimanded by 
Anwar Ibrahim, the finance 
minister, who said that the 
infrastructure company 
would have to make a gen- 
eral -offer for Renong’ s 
shares if the deal went 

.SYDNEY saw tbe AH Ordi- 
naries index slip 27.7 .to 
2,454.4. BHP retreated 25 
cents to A$l&40. Banks were 
singled out by the bears. NA 
Bank came off 53 cents to 
A$l&28. 

News Corp continued to 
warm to the news of a Mg 
new Saudi shareholder, ris- 
ing 44 casts to A$746 for a 
two-day. advance of 17.6 

WELLINGTON ended off 
Its lows with the 40 capital 
Index down 4141 at 248242 
after touching 2465. 

Selling was across the 
board. NZ Telecom lost 14 
cents at NZ$8. Fletcher Chal- 
lenge Forests was the only 
leading stock to improve, 
adding 6 cents at NZ$149. 


• Cross-currency margin offsets 

Successful 

• Combined Open interest of. 75,000. tots and rising 

• Sinoe launch, the Market Makers have continually met and often 
exceeded their commitment ' 

• Basis Trading Facility - Integrating cash and futures activity 

Liquid . 

UFFE's Bobl contracts are supported by the comprehensive 
market-making commitment of: SBC Warburg Dillon Read, a 
division of Swiss Bank Coloration in Bobl futures; and FCT 
Europe Ltd in Bobl options. 


For more information please contact Stuart Mortimer-Walker on 
0171 379 2087. 
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PRIVATE BANKING 

• 


The target market for private banks 
is a pool of assets estimated at 
$17,000bn, writes George Graham 

Covers come off the 
wealth business 


The confidential world of 
private hanking is growing 
«mii coming into the open as 
never before. 

Rapid growth of entrepre- 
neurial businesses, privatisa- 
tion and stock market appre- 
ciation have led to the 
accumulation of huge sums 
is the hands of a concen- 
trated group of wealthy indi- 
viduals. 

Private banks generally 
estimate that pool erf wealth 
- their target market - at 
around SiT.QOGhu, and most 
expect It to keep on growing 
at two to three times the 
pace of the overall banking 
market for years to come. 

But the nature of the mar- 
ket has changed dramatic- 
ally to recent years, in tan- 
dem with the economic 
liberalisation which has 
swept so much of the world 
and with globalisation of 
Wrtanrial markets. 

As capital restraints have 
been dismantled, the need to 
shelter assets out of the 
reach of corrupt or confisca- 
tory regimes or away from 
the ravages of hyperinflation 
has dwindled with them. As 
a result, the traditional dis- 
tinction between offshore 
and onshore private banking 
has been eroded. 

"I think if s a misnomer in 
many cases even to use the 
distinction. We are looking 
at the business as a contin- 
uum from offshore to 
onshore to local," said Mich- 
ael Giles, chairman of the 
international private bank- 
ing operations of Merrill 
Lynch, the big US invest- 
ment hank 

Khaiikflt Aziz, who heads 
the private hanking arm erf 
Citibank, the US commercial 
bank, says one result of that. 
shift is that secrecy, the hall- 
mark of traditional private 
banking centres snch as 
Switzerland, is no longer 
uppermost in clients’ minds. 
Instead, they are placing 
Increasing emphasis on per- 
formance. 

"Customers are moving 
away from secrecy as the 
main driver to performance. 
The trend Is towards more 
and more objective perfor- 
mance measurement, Judged 
by external criteria, " he 
said. 

Michael Tomalin, who 
runs the international pri- 
vate banking group of Bar- 
clays, the UK commercial 
bank, agrees. 

"Back in time, the key 
thing people were looking 
fur was discretion and confi- 
dentiality. They wanted a 
safe haven for their money, 
and Sw i t z e rla nd was seen as 
a natural place to put it. 
Now, although confidential- 
ity is still important, invest- 
ment performance has 
become much more impor- 
tant," he said. 

Constructing the right per- 
formance benchmark for a 
private client portfolio is 
more difficult than for insti- 
tutional investors such as 
pension funds. Private cli- 
ents have traditionally 
looked more at absolute per- 
formance. If they measured 
in relative terms it was more 
likely to be against some- 
thing like the return on 
bank deposits than against 
stock market indices. 

"Performance measure- 
ment. benchmarks . . . these 
were words you never used 
20 years ago in private bank- 
ing- Private clients bad an 
absolute performance 
approach, now they are 
developing a relative perform 
mance approach,"* said Ivan 
Pictet, a partner at Pictet & 
Cie, the largest of the Swiss 
private banking partner- 


Absolute returns may still 
be appropriate for some risk 
averse private clients, but 
portfolios now typically 
include far greater propor- 
tions of equities than in a 
traditional Swiss private 
banking portfolio of 10 years 
ago, and several banks now 
go to groat lengths to con- 
struct appropriate composite 
indices. 

The demand for perfor- 
mance is particularly strong 
from entrepreneurs, who 
make up a growing propor- 
tion or the wealth market 

"People who have made 
their own money tend to be 
more concerned about per- 
formance than people who 
have Inherited it and simply 
use their father’s stockbro- 
ker." said Philip Darwall- 
Smfth, who heads Royal 
Bank of Canada’s private 


banking operations in Lon- 
don. 

Along with the increased 
emphasis on performance 
goes a demand for sophisti- 
cated Investment products 
and services. Many of the 
smaller traditional private 
banka acknowledge that 
they cannot provide the 
same breadth of expertise. 
In, say, derivative hedging 
products, as a large invest- 
ment batik. But even some of 
the largest groups now 
acknowledge that they can- 
not provide their clients 
with absolutely every finan- 
cial product they need. 

Citibank, for example, now 
offers some of its best clients 
products produced by other 
banks. 

"This is a change for Citi- 
bank. Yon cant any more be 
an exclusive producer of 
every product that you need 
for your client," Mr. Aziz 
said. 

Pictet, too. looks outside 
its own walls for expei^ise in 
areas such as hedge funds 
and private equity invest- 
ments. 

Private banks are also 
forming alliances, either to 
fill product gaps or to 
broaden their geographical 
coverage. Contis, the private 
banking arm of the UK’s 
National Westminster Bank, 
has struck deals with Board 
of Executors Private Bank in 
South Africa and Bank 
Lemni in Israel to provide 
reciprocal services. Others 
provide "white label" finan- 
cial services which other 
banks con market as their 
own. Royal Bank of Canada, 
for example, has become the 
largest "managed bank" pro- 
vider in the Channel TgTnmfa_ 
setting up and running off- 
shore banks on behalf of 
other institutions such as 
UK building societies. 

"There is a clear trend 
towards consolidation of the 
private banking industry, 
but consolidation does not 
necessarily mean takeovers. 
It can also mean alliances, 
distribution agreements and 
partnerships," said Mr Dar- 
wafi-Smith. 

Consolidation is a trend 
which many private bankers 
see as inevitable. The indus- 
try remains very frag- 
mented, with probably mare 
than 4,000 organisations aim- 
ing for a slice of that 
$i?,000bn cake. The three 
biggest Swiss banks - Union 
Bank of Switzerland, Credit 
Suisse and Swiss Bank Cor- 
poration. - remain the larg- 
est participants In the indus- 
try, but with around $400bn 
of private client assets under 
management each, none has 
more than 2% per cent of the 
world market. 

The market as a whole has 
been growing so fast that 
mnnv banks have had their 
hands full with organic 
growth; the biggest con- 
straint on expansion is often 
the difficulty of finding qual- 
ified private banking staff. 

Some consolidation has 
taken place as a by-product 
of banking mergers driven 
by other considerations: the 
combination of the Chase 
Manhattan, Chemical Bank 
and Manufacturers Hanover 
private banking businesses, 
for example. 

But acquisitions are now 
starting to take place where 
private banking is the main 
driver. Credit Suisse, for 
example, recently acquired 
Banque Hottinguer, a vener- 
able Paris private bank, 
while UBS took over Schro- 
der Mttnchmeyer Hengst, tbs 
German private bank owned 
by the UK’s Lloyds TSB 
group. 

Acquisitions have been 
particularly prevalent in the 
trust business, with moves 
snch as the purchase of 
Reeds in the Channel Islands 
by EPG Private Bank, the 
London-based private bank 
owned by the Latsis family. 

Banks have recognised 
that trusts are one of the 
most attractive parts of the 
private banking business 
because they provide a long- 
running stream of annuity 
income. At the same time. 
cmnp of the old s pe cial i sed 
trust businesses in the Chan- 
nel islands and the Bah am a s 
have come tinder pressure to 
raise their performance, 
with, a number of lawsuits 
against trustees offering a 
w o nting that the trust busi- 
ness is not for the faint- 
hearted, 

Snch moves -have marked 
only the smallest step 


towards consolidation of the 
private banking industry. 
Nor is everyone convinced 
that the future of private 
banking lies only in the 
Vinrxlg of the global gfoTT t ff 

"This is a fight for the big 
boys, but it is not affecting 
us at all," said Mr Pictet. 
“The trigger the other groups 
become, the bigger the need 
for certain clients to have 
part of their assets managed 
by niche firms such as ours." 

The Mg boys, however, axe 
already looking far ways of 
establishing a dominant 
position. 

“Fragmentation Is a real 
strategic dflemma. Whoever 
finds the right, answer to 
consolidation will be a real 
winner,” said Mr Aziz of Citi- 
bank. 



Morgan 
means more 

to individual 
investors 


More value from your wealth 






Consider your assets: Investments. Business interests. 
Real estate. Cash. 

At J.P. Morgan, we help you evaluate them as a 
whole and understand how they interact. We dissect 
and analyze each component, and unlock their value 
by configuring them all for better performance. So 
you get more out of them. 

We offer investment management on a global scale. 
Standard-setting research across asset classes. And 
innovative investment opportunities created for our 
clients alone. 

All aimed at delivering more after-tax wealth. 

No firm is more focused on your needs - for the right 
solution, for objective counsel, and for unwavering 
commitment from a skilled advisor. At J.R Morgan, we've 
put our clients' interests first for more than a century, 
earning -their trust and their business, year after year. 

If you have substantial assets and would like to find 
out how much more you can get from them, please 
consider J.P. Morgan. • 

www.jpmorgan.com 


JPMorgan 


cunt management • securities research & sains • hedging instruments * tax structuring • estate planning • liquidity management 
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2 PRIVATE BANKING 


WEALTH MARKET • by George Graham 


Rich cake is 


High-net-worth assets* 


expanding 

very fast 


More than 70 per 
cent of private 
banks expect 
strong growth in 
revenues 


The private banking market 
has grown at a dramatic 
pace over the past five years, 
and ail the signs are that 
that expansion Is set to con- 
tinue. 

Different banks use differ- 
ent definitions for their esti- 
mates of the total amount of 
wealth controlled by the 
world's richest Individuals, 
but all agree the cake is get- 
ting larger. 

“The wealth market across 
the world is growing; Clearly 
stock markets hare done 
well and real estate is 
always a driver. Our experi- 
ence is that wealth creation 
in our target market runs at 
two to three times the rate 
of gross domestic product 
expansion,” says Shaukat 
Aziz, head of international 
private banking at Citibank, 
the US-based international 
banking group. 

Citibank estimates that 
around 2.2m households 
have a net worth in excess of 
$3m. controlling between 
them around S17,000bn. 

Philip Darwall-Smith of 
Royal Bank of Canada, using 
the slightly different defini- 
tion of $lm of investable 
assets, comes up with the 
same total of $17J300bn. 

A study by Gemini Con- 
sulting, the consulting firm, 
and Merrill Lynch, the US- 
based investment bank, esti- 
mates that more than 6m 
dollar millionaires - individ- 
uals whose net worth tops 
$lm - now control more than 
S16.600bn. 

By the turn of the century, 
Gemini and Merrill believe, 
that wealth pool will have 
reached $24.400bn, with the 
fastest growth coming from 
Asia and Latin America. 

Because the very rich tend 
not to be eager to publicise 


details of their wealth, com- 
prehensive and detailed 
information about the 
wealth market is hard to 
obtain. For most countries, 
data are based on extrapola- 
tions from the national 
Income statistics. Gemini, 
for example, uses a generic 
Lorenz curve to estimate the 
distribution of national 
savings across different 
income bands. 

Although these estimates 
are of necessity imprecise, 
they have still provided pri- 
vate bankers with a tempt- 
ing target market- 

price Waterhouse consul- 
tants, In their annual survey 
of the European private 
banking market, note that 
the fast-growing pool of 
wealth controlled by wealthy 
individuals “represents a 
vast market for private 
bankers to service with a 
diverse range of products 
and services.” 

“It Is particularly attrac- 
tive given that the wealth is 
concentrated in a few mil- 
lion individuals,” said Ian 
Woodhouse. who led the sur- 
vey for Price Waterhouse 

More than 70 per cent of 
private bank chief execu- 
tives surveyed by Price 
Waterhouse said they expec- 
ted their revenues to grow 
by U per cent a year or more 
over the next five years. 
More than one in five expec- 
ted revenue growth in excess 
jor 20 per cent over the com- 
ing year. 

Different h anks come up 
with different estimates of 
where the money is concen- 
trated, and this has coloured 
the geographical thrust of 
their strategies. Merrill 
believes the largest pool of 
wealth is in Europe, with 
about $5.000bn. followed by 
the US with frMOObn. Citi- 
bank estimates that the US 
has a bigger slice of the 
global wealth cake, with 
about $6,000bn. while Europe 
trails some way behind with 
around $2£Q0bn. 

But most estimates agree 
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that the fastest growing 
regions in recent years have 
been Latin America and 
Asia. Gemini estimates that 
the Latin American wealth 
pool has grown from 
$l,200bn to $2^00bn over the 
past 10 years, with far more 
rapid growth expected over 
the next three years. This 
has fuelled rapid growth in 
Caribbean offchore centres 
such as the Cayman Islands 
and the Bahamas. 

Asian wealth has grown 
by a remarkable 15 per cent 
a year over the past 10 years 
to reach $3J500bn last year. 
In this region, too, financial 
centres such as Singapore 
have grown rapidly, benefit- 
ing too from the transfer of 
funds out of Hong Kong in 
the years running up to the 
return of the colony from 
British rule to China. 

The recent faltering of sev- 
eral Asian economies and 
the collapse of several of the 
region's stockmarkets has 
certainly raised questions 
about whether Asia can sus- 
tain these rates of wealth 
accumulation. 

But Michael Giles, chair- 
man of Merrill Lynch's inter- 
national private bank, still 
plans to keep up his bank’s 
investment In building its 
private banking capacity in 
the region- 


commerce. 

Mr Aziz of Citibank esti- 
mates that depending on the 
country, anything from 50 to 
90 per cent of his bank's tar- 
get market are business 
owners. 

That may not be so very 
different from the Victorian 
era, but today's entrepre- 
neurs do not have the same 
need as their forebears to 
seek social legitimisatlon for 
their wealth. 





Moves to tame 


Offshore trusts 
are surging but 
legislators 
are waking up 
to the risks 


“It is certainly a jolt, but 
we believe it is a short-term 
jolt We are not in any way 
in the private banking divi- 
sion cutting back our expan- 
sion in Asia.” he said. 

For the private banker, 
changes in the type of per- 
son who is irmirirtg ' money 
are as important as any 
changes in the geographic 
origins of wealth. The tradi- 
tional target of private hank- 
ers - from old London 
houses such as Hoares and 
the Geneva private partner- 
ships to the long-established 
New York trust managers - 
was old money. 

These clients were more 
concerned with the preserva- 
tion of capital, personal ser- 
vice and a long, close rela- 
tionship. 

Much of the wealth gener- 
ated in the 1980s and 1990s. 
however, has come from 


The day Interpol burst Into 
one private banker's office, 
charging he was fronting a 
brothel, taught him an 
important lesson about trust 
firnds. 

“You're getting a tiger by 
the tan with trusts. Because 
you legally own the assets, 
the risk for the trustee is 
incalculable," he said, recall- 
ing that day in the Bahamas 
when one offshore account 
went sour. 

Despite such risks, the off- 
shore trust business is surg- 
ing ahead. The strong US 
and uk ec onomies; instabil- 
ity in the Middle East, and 
the Increased sophistication 
of personal investors have 
all contributed to the singe. 

A growing number of very 
liquid international high fli- 
ers are also putting their 
money in offshore trusts. 
But legislators have recog- 
nised the risks: the US and 
Canada have moved to regu- 
late offshore trusts, and 
European Union govern- 
ments are keeping a sharp 
eye on developments. 

In recent years, several old 
names in private banking 
have merged with bigger 
brethren - Cater Allen with 
Abbey National, Adam & Co 
with Royal Bank of Scotland 
and Morgan Grenfell with 
Deutsche Bank, among oth- 
ers. 

Bankers say this once 
staid and traditional busi- 
ness is changing fast. New 
entrants are trying to cash 
in an what they view as a 
lucrative income stream 
while old hands are scram- 
bling to attract an increas- 
ingly international client 
base. 

“It's become a very com- 
petitive business,” said 
David Way, a partner with 
Morgan, Lewis & Bockius 
who specialises to creating 
offshore trust accounts. 


“Big participants such as 
Courts, RBS and Credit Sui- 
sse are putting huge 
resources into the ofShore 
trust business. At the same 
time a growing numbs: of 
smaTi companies are setting 
UP operations,” he said.- 

In the closed world of 
trusts, financ ia l 
is scarce and even banking 
regulators in offshore cen- 
tres are unable to put a fig- 
ure on the number of new 
offahore trusts established 
thin year, or even the num- 
ber of new trust services. 

But as a sign of buoyant 
times. Courts & Co, the lead- 
ing name in UK private 
bankings, says its trust busi- 
ness In the Hhgnpol Islands 
and Isle of Man jumped 50 
per cent in the year to Octo- 
ber 1997, with foreign nation- 
als accounting for the lion's 
share of new accounts. . 

Outside these areas, 
Coutts’s trust business 
increased only 5 per cent 
over the same period, but 
this followed a 38 per cent 
jump the previous year. 
Other banks also report 
hefty increases In offshore 
trust business. But none win 
divulge their total trust hold- 


“ The re’s an increasing 
interest in trust services 
generally, with the business 


seen growing between 10-30 
per cent a year over the next 
five years, ” added David 
Sykes, executive director of 
private hanking at London- 
based EFG Private Bank. 

In October 1996, EFG 
acquired Reeds Trust, an 
independent Jersey trust ser- 
vice. Mr Sykes says the num- 
ber of independent trust ser- 
vices in tha Channel Islands 
is declining as new operators 
. g pfl k to g$ in a foothold. 

The 1984 Trusts (Jersey) 
Law says newcomers to the 
inland must be, or be in part- 
nership with, '‘institu- 
tions of an established 

reputation and track 
record.” But Jersey has 
many one-man operations 
profiting from fixed fees, 
priced to undercut larger 
participants. 

“The big players market 
themselves as safe,” said 
Roger Leonard, one of two 
partners in the newly 
formed Premier Asset Man- 
agement of Jersey. “But the 
bigger firms sell a fairly 
standardised package. -the 
complete freedom of choice 
for the individual is getting 
squeezed.” Premier claims to 
offer a more personalised 
service to clients. 

But the risks far trustees, 
particularly ones, are 

considerable, bankers say. 


For Martin McLelfan, a part- 


per with Coutts & 


Change in client base 
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-These Johnny-come-latelys 
have yet to be in a position 

where the full ngour of the 

la W has spotlighted one of 
their trust accounts. They 
simply don't appreciate the 
risks involved.” 

“This is not easy money, 
said tax solicitor Mr Way. 
dting a myriad of WrtentuU 
problems. These include 
creditors seeking redressi 
disaffected beneficiaries 
demanding a slice of the 
trust; tax troubles; and inter- 
vention from foreign govern- 
ments when they suspect 
money laundering or other 

Illicit activities. 

Bigger operators, mean- 
while, are seeking to 
increase their share of the 
business by attracting a new 
breed of client The Royal 
Bank of Scotland is targeting 
potential high net worth cli- 
ents in Spain, the Middle 
East and South Africa as 
never before, says Simon 
Hayward, a private banking 
manager at BBS in Jersey. 

“In the early days the off- 
shore industry was geared to 
UK business. That has 
shifted totally.” added Barry 
Mildon, managing director of 
Adam fit Co in Guernsey, 
where 70 per cent of cash 
deposits are non-sterling. 

New money, particularly 
funds set up from “new-rich” 
individuals, is stirring the 
offshore trust pot At least 
one client recently set up an 
individual trust valued at 
more than $lbn. Such activi- 
ties brought calls for off- 
shore trusts to be monitored: 
some authorities claim they 
are legal tax evasion 

In August 1996, the US 
tightened its laws governing 
American citizens' setting 
up foreign trust accounts. 
They are now required to 
notify US tax authorities of a 
new account within 90 days. 
Canada followed with simi- 
lar rules. Few expect Britain 
to imitate the US and Can- 
ada, but stricter scrutiny of 
trust funds is likely as EU 
regulators share information 
on financial markets. 


THE DOMESTIC MARKET * by Christopher Brown-Humes 


Net is being spread wider 


Retail banks are 
rapidly 
developing 
domestic private 
banking services 


The world of private 
hanking conjures up images 
of Crocked coats, leather 
cheque-book covers and 
discreet personal service. 

But a service once pitched 
almost exclusively at 
aristocrats and Inte rnatio nal 
money is changing fast. 
These days banks are 
rapidly developing domestic 
private banking services and 
aiming them at entre- 
preneurs. city financiers, 
and pop stars. 

Moreover, they are no 
longer merely targeting the 
super rich. They realise they 
are often only handling a 
small proportion of the 
wealth of even their 
modestly affluent customers 
and they want more of the 
cake. 

Ian Harley, Abbey 
National’s finance director 
who will take over as chief 
executive next year, says: 
“Private banking seems to 
be a market which is capable 
of significantly faster growth 
than conventional financial 
services.” 

It is also a natural area for 
hanlwt tO develop At a thwp 
when they are facing 
increasing competition In 
baric banking services from 
supermarkets, Ufa insurers, 
and groups such as Virgin. 

Despite this, there are 
questions about whether the 
banks are moving fast 
enough. Michael Maslinski. a 
private banking strategy 
consultant, says; “The scale 
of opportunities for the 
banks is much larger than 
most of them realise. There 
could be up to lm people in 
this country who might be 
up for this type of service.” 
These are people with 
annual salaries or liquid 
assets of more than £100,000. 

He believes that if the 
banks do not move more 
quickly, they could quickly 
see defections. Apart from 
their rivals and traditional 
private banks such as C. 
Hoare & Co, competition 
from investment banks, 
converted building societies 
and Insurers Is likely to 
intensify. 

As with all growth areas, 
the development of private 
banking needs to be 
mana ged carefully to ensure 
customers are segmented 
sensibly and turf ware 
between various parts of the 
bank are avoided. There 
have been cases of branch 


managers holding an to their 
wealthy customers - rather 
than encouraging them to 
graduate to the “private 
bank” - because they 
subsidise the rest of the 
bank network. 

“This is a massive 
problem,” says Mr Maslinski, 
“If a retail banker has 
become friendly with his 
customers, how do you 
persuade him to part with 
them?” Besides, retail 
bankers can feel undermined 
by having their clients taken 
from them. 

But the b anks say they 
have procedures in place to 
deal with this. Lloyd’s Bank 
segments its customers into 
four different brackets - 
private hanking, gold, select, 
-and current accounts. 
Private banking, for 
individuals with more than 
£75,000 in liquid assets, is 
essentially an asset 
management service. Other 
services, such as processing, 
are provided by the clearing 
bank. “An IT intensive 
service for a small group of 
customers would not be 
economically viable.” says 
Petra 1 McNamara, managing 


important cultural and 
managerial issues. 

“Private banks require a 
customer-led culture rather 
than a product-led culture. 
Those running them need to 
ask, what does this customer 
want rather than what can 
we sell them,” he says. 

That means it is not just a 
question of switching 
employees steeped in a 
clearing bank culture to the 
private banking ride. 

“Tbe banks need to attract 
different, brighter people 
with greater personal skills 
for private banking. They 
need to convince their most 
ambitious and able people 
that private hanking is going 
to be a challenging job, 
which is highly respected 
and highly rewarded,” Mr 
Maslinski says. 

This is partly because the 
private banking world 


requires a detailed 
knowledge of the services 
and products available in the 
market, rather than just 
within the bank. 

But banks insist they are 
alive to the challenges and 
the opportunities. 

Peter McNamara at 
Lloyd's TSB says private 
banking is part of a “whole 
trend to be able to offer 
■ more tailored service to 
customers”. He says it is not 
just about segmenting 
customers by wealth, but by 
occupation and lifestyle as 
well. Hence the bank Is 
looking to tailor products 
for students, graduates, 
or trainee doctors and 
dentists. 

Mr Middleton at Coutts 
agrees: “We are all asking 
ourselves how we can add 
value to our customer 
relationships,” he says. 


director of current accounts 
at Lloyds TSB. He says the 
approach avoids the problem 
of . wealthy customers paying 
higher fees for basic banking 
services. 


NatWest adopts a different 
approach, with its private 
bank Coutts operating 
separately from the NatWest 
retail bank. "The NatWest 
Bank remit is to look after 
the man in the street We 
are looking for wealthier 
customers with more 
complex affairs,” says David 
Middleton, a partner with 
Coutts in the UK. He says 
Coutts has dedicated teams 
capable of servicing a broad 
range of client needs, 
including tax. trust, 
corporate finance and 
offshore. “We are wealth 
managers, delivering an 
easily accessible range of 
financial solutions to our 
clients' affairs,” be says. 

And are there clashes 
between the retail bank and 
Coutts? Mr Middleton says 
this is not the case. “There is 
a clear understanding within 
the retail arm of NatWest 
Bank about the sort of client 
we are looking for.” 

A third approach has been 
adopted by Barclays. It 
offers a premier banking 
service to most of its 


we althie r customers, while 
reserving a de luxe private 
client service for a Mayfair 
based operation in London. 

Mr Maslinski suggests that 
moves to establish private 
banking operations raise 


FOR THOSE CLIENTS 
WITH SUBSTANTIAL ASSETS, 
A MORE SUBSTANTIAL 
PRIVATE BANK. 


Barclays Private Bank Limned is dedicated 
to wealth management for those individuals. 

If you would like more information, 
please contact Irene Apes ac 


Barclays Private Bank Limited, 

59 Grosvenor Street, London WlX 9DA. 
Telephone: 0171 *187 2000. 
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A vice as well as a virtue 


Pressure to raise 
and maintain 
standards is 
unlikely to 
diminish 

Banking regulators and 
supervisors can be forgiven 
for regarding private bank- 
ing as being devised by a 
malevolent spirit to torment 
them. 

Private banking, by its 
very nature, is highly dis- 
creet and personal. More- 
over. a significant part of the 
business is in offshore cen- 
tres, favoured because they 
are beyond the reach of the 
authorities - in the client's 
normal Jurisdiction. 

Monitoring and regulating 
private banking business 
can, therefore, be doubly dif- 
ficult. 

Although that does not 
make it guilty in principle, 
embarrassments such as the 
collapse of BCCI have 
poshed banking authorities 
in most key countries into 
international action to 
tackle offshore abuses. In 
addition, leading offshore 
centres are taking measures 
to tighten up and improve 
their image. 

International banks, which 


depend heavily on their good 
name to compete in an 
increasingly fierce market, 
are distancing themselves 
from places and kinds of 
business which can damag e 
their standing. 

Bernhard Schmid, head of 
the group compliance unit at 
Union Bank of Switzerland, 
said: “All the Swiss banks 
say they don't want criminal 
money, and ensure they 
make every attempt to avoid 
having criminal money." 

The issues which most 
concern the authorities in all 
reputable banking centres, 
said a leading American 
expert, are money launder- 
ing (principally from drug 
trafficking and “political 
rape" by the likes of the late 
Philippines dictator Ferd- 
inand Marcos), “know your 
customer" rules, and secrecy 
and disclosure. 

Money laundering has 
been addressed by an inter- 
national Financial Action 
Task Force, by a European 
Union directive, and by 
national laws. The British 
courts, for example, have 
been tending to treat tax 
evasion as money launder- 
ing. 

A set of general principles 
for banking conduct was 
drawn up by the Basie Com- 


mittee on Banking Supervi- 
sion, established by the cen- 
tral bank governors of the 
Group of 10 industrial coun- 
tries in 1975. 

The code was revised after 
Italy’s Banco Ambrosiano 
scandal in 1982. The latest 
version, published this year, 
was written in conjunction 
with the International 
Organisation of Securities 
Commissions and with the 
co-operation of influential 
developing countries. 

Although the principles 
are basically concerned with 
systemic risk - preserving 
and stren gthening , interna, 
tional financial stability - 
they also deal with vital 
questions of internal con- 
trols and knowing the cus- 
tomer. One issue deals with 
who has the power to accept 
deposits. 

Banking authorities are 
particularly worried at the 
moment by a flood of "hot 
money" from Russia. Who in 
a bank can accept deposits 
from Russia is, therefore, 
important One international 
bank restricts that power to 
only two employees. 

Increasingly, the attitude 
among reputable banks is, in 
the wards of one prominent 
private banker “If you want 
us to serve you well, tell us 


who you are.” But, as a regu- 
lator asked, “bow do you 
know you know your cus- 
tomer?" The answer is to 
check, as far as that is possi- 
ble. 

Switzerland has intro- 
duced a due diligence con- 
vention to deal with exactly 
this problem. A key provi- 
sion is that the beneficial 
owner of a deposit or invest- 
ments must be identified. A 
dummy Liechtenstein or 
Panama company will not 
do. Mr Schmid said- “We 
cant accept a sunshine com- 
pany as an owner, unless the 
true beneficial owner is 
properly disclosed to the 
bank.'’ Staff training is 
another measure. Banks ear < 
install elaborate wy s turn s to 
track deposits and clients - 
and the New York Federal 
Reserve, among other agen- 
cies, wants hanks m the US 
to do that. But when a 
depositor tries to circumvent 
a, say, $10,000 reporting 
threshold by paying in dol- 
lops of $9,900. there is no 
substitute for an eagle-eyed 
clerk. Mr Schmid said: “The 
most important thing is that 
you have well-trained people 
at the front end." Standards 
practised by leading private 
banks for afibbore business 
are in fact no different from 


onshore business. The legal 
and supervisory framework 
in Switzerland and Britain, 
for instance, is the same for 
bath groups. 

Even where standards 
may be less demanding, as is 
the case -with some of the 
more exotic offshore centres, 
reputable international 
banks try to follow common 
practices throughout their 
global operations. 

International regulatory 
co-operation is closing the 
net somewhat- Offshore 
banking is becoming more 
open as big centres and 
banks accept. Dot altogether 
willingly, that secrecy can 
be a vice as well as a virtue. 
What still causes the head- 
aches for the authorities, 
however, are small centres 
and banks operating in them 
which prefer to accept the 
money first and only ask 
questions later - if they 
really have to. 

Regulators know they are 
engaged in a never-ending 
battle. At least 30 members 
of the Basle conference do 
not require that a bank’s 
parent country approve it 
setting up a branch in the 
offshore centre. 

Faced with this, offshore 
centres have established an 
Offshore Group of B anking 



Supervisors, with Jersey tak- 
ing the lead. Their main con- 
cern is capital adequacy, but 
they are also co-operating 
with the FATF and other 
authorities in the fight 
against money laundering. 

Private banks attract the 
authorities' attention for 
other reasons too. An issue 
which has moved up the 
agenda in recent years is the 


quality hf advice given to cli- 
ents. This might seem para- 
doxical, given that the point 
of private banking is laigely 
to provide clients with supe- 
rior service.But as in other 
areas, private bank clients 
are becoming more litigious. 

In principle, private bank- 
ing poses no unique regula- 
tory or supervisory prob- 
lems. In practice, it will 


continue to vex regulators 
and supervisors because its 
discreet and personal service 
is a temptation to malprac- 
tice. especially when the 
business is offshore. The 
remedy ultimately lies with 
thebanks and offshore cen- 
tres. and tbe pressure on 
them to raise and maintain 
standards is unlikely to 
diminish. 
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DERIVATIVES • by Samer Iskandar 

Curiosity turns 
into profits 


Derivatives have 
become 
omnipresent in 
everyday financial 
life 

Derivatives, once the domain 
of highly-specialised techni- 
cal analysts, have gradually 
filtered through to almost 
every layer of banking. 

Alter a few teething prob- 
lems, corporate treasury 
departments were convinced 
of the benefits they could 
gain from using derivatives. 
This has. been followed, in 
the past few years, by grow- 
ing curiosity from individu- 
als. And in spite of some bad 
publicity, such as the Bar- 
ings debacle in 1995, the 
products that were once 
described as "exotic" or 
“obscure" finally entered the 
mainstream. 

"It is now generally 
accepted that derivatives are 
not in themselves danger- 
ous." says one banker. 
“They are like electricity: 
you can do wonderful things 
with it and it would be diffi- 
cult to live without it, but 
you have to take some basic 
precautions." 

Derivatives have become 
omnipresent in everyday 
financial life, including at 
high-street bank branches. 
They are also used by pen- 
sion funds, mutual Hinds, 
insurance companies and 
almost every large company 
in the world. 

But direct transactions by 
private investors are a rela- 
tively new phenomenon. 

Chase Manhattan, the US 
bank, says the use of deriva- 
tives by its private banking 
clients has roughly doubled 
every year in tbe past three 
years. 

Although this includes 
passive investment in funds 
managed by the bank, most 
clients nonetheless like to be 
involved in the decision- 
making process - 60 per cent 
in Europe and almost 75 per 
cent in Asia. 

"The market changed dra- 
matically as yields fell." says 
Bernard Armstrong, 
vice-president investment 
advisory services at Chase 
Manhattan Private Bank. 
■■Clients are now looking for 
higher yields. They also 
want more diversity’." 

Increasing use of the inter- 
net is partly responsible for 
investors’ growing desire to 
diversify. “A lot of clients 
.ire finding investment 
opportunities in new places," 
sax's one banker. “Some ask 
about places they would not 
have imagined just a few 
months ago.” 

In other instances, deriva- 
tives are used by portfolio 
managers to tailor invest- 
ments to clients' specific 
needs. Some bankers said, 
for example, that client 
inquiries about guaranteed- 
performance funds bad risen 
after the surge in volatility 
on (he financial markets in 
recent weeks. 

These Hinds include 
savings vehicles guarantee- 
ing the value of the initial 
investment should markets 
fail. 

"investors in our struc- 
tured yield products special- 
ising in Hong Kong were 
protected from the market’s 
fall.’* says Mr Armstrong. 
“They will have no positive 



Bernard Arms tr ong cttqnte are 
looking tor higher yields 

yield, but they will have no 
losses either.” 

Bankers have also 
designed investment 
vehicles that protect portfo- 
lios against adverse cur- 
rency moves. 

Chase Manhattan says a 
lot of Investors prefer not to 
leave their base currency - 
often the US dollar - when 
they diversify into a new 
market 
“We would not get our cli- 
ents to hold South African 
bonds or Russian equities 
directly," Mr Armstrong 
says. “By using derivatives, 
we can offer these markets 
double-digit yields, but with 
dividends and final repay- 
ment in dollars." 

Private investors are also 
increasingly approaching 
derivatives exchanges 
directly. They represent a 
significant proportion of end- 
users on some markets, such 
as tbe Chicago Board 
Options Exchange, the 
world’s largest options mar- 
ket. Some exchanges are 
even tailoring products spe- 
cifically for individuals - 
one example is the Chicago- 
listed S&P 500 index future, 
which has recently become 
available in smaller contract 
denominations. 

In continental Europe, sev- 
eral exchanges have success- 
fully targeted private inves- 
tors. 

Monep, the Paris-based 
options exchange, has in 
recent years launched sev- 
eral advertising campaigns 
aimed at retail investors. As 
a result, officials at the 
exchange say there has been 
growing interest from indi- 
viduals. Rough estimates put 
tbe participation of retail 
investors at between 20 per 
emit and 25 per cent of tbe 
market's total trading vol- 
umes. 

“We have always said that 
it was in shareholders’ inter- 
est to hedge their portfolios 
with options." said a spokes- 
woman for Monep. “But we 
warn investors not to trade 
without first learning about 
the market. Initially, we rec- 
ommend that they limit 
themselves to buying 
options, because the maxi- 
mum risk is known in 
advance - the worst that can 
happen is for the Investor to 
lose tbe premium paid." 

TO educate potential users 
of the market, Monep has 
initiated a series of semi- 
nars. during which options 
are explained. 

Analysts believe participa- 
tion by private investors will 
increase in coming years, 
especially in Europe, as pri- 
vatisations enlarge the popu- 
lation of individual share- 
holders. 
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Survey published by Global 
Investor (March '97 edition). • • 

Asset Management 

• One of the highest rated long term 
offshore funds in the world for the 12 
months ended September 1996, according 
to BusinessWeek (November '96 edition): 
Pactual Infinity. 

• The Brazilian fund with the best Sharpe 
ratio, for the 6 months ended September 
1997, among the fixed income hinds with 
medium and large assets, according to 
Anbid, the Brazilian Association of 
Investment Banks: Pactual High Yield 90. 

• The most profitable offshore fixed 
income fund for the 6 and 12 months 
periods ended June 1997 among the 128 
offshore investment funds with 
investments in Brazil ranked by Exame, 
the leading Brazilian business magazine 
(August '97 edition - investment Funds 
Guide): Pactual Orbit A. 


Corporate Finance 

• M&A and financial restructuring advisor 
in Brazil with clients including Cie. Louis 
Dreyfus, Bunge International, Varig. 
Lacta, BCN and Mesbia. 

• Participation in approximately US$ 6 
billion of equity and debt underwritten 
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4 PRIVATE BANKING 


CORPORATE FINANCE • by Jane Martinson 

Cementing 
the close 
relationship 


An increasing 
number of private 
banks are now 
offering corporate 
finance services 

IT you want to sell a family 
business worth less than 
£lOm where would you turn 
for corporate finance advice? 
The answer has typically 
involved a large accoun- 
tancy firm or an investment 
bank. 

But an increasing number 
of private banks are offering 
corporate finance services, 
along with their traditional 
banking and asset manage- 
ment products. 

In many ways the link 
between private banking and 
corporate finance seems 
obvious. Private banks, keen 
to manage the assets of 
wealthy individuals, do not 
want to turn away clients 
seeking to either realise 
those assets or to use their 
money to buy a business. 

Tbe business generated 
can also be significant. 
Research by Acquisitions 
Monthly found that some 
£i9bn in assets from private 
companies were bought or 
sold last year. 

Philip Amphlett, head of 
private banking at EFG, the 
financial concern owned by 
the Latsis family of Greece, 
said: “We are a relationship 
and not a transaction orient- 
ed-bank and. therefore, 
should be involved in as 
many aspects of a client's 
life as possible. We think 
corporate finance goes with 
private banking.’* 

There is sound financial 
logic to this view. “You don’t 
want to say to a client that 
you can’t do some bit of a 
deal because he may then go 
off to somebody else and we 
lose all of the business." 
says Mr Amphlett A restruc- 
tured corporate finance 
department is shortly going 
to be managed by his private 
banking division to “empha- 
sise the close relationship 
between tbe two." be adds. 

EPG was formed two 
months ago from a combina- 
tion of Banque de Depats, a 
Geneva-based private bank, 
and Private Bank and Trust 


which was set up in London 
in 1988 and has since became 
a leading participant at the 
top end of the private bank- 
ing market. 

Nicholas Wells, a director 
of Rea Brothers, a small Lon- 
don private bank with a bou- 
tique corporate finance 
team, said obviously there 
were cross-referrals between 
the bank’s corporate finance 
business and its private 
h anking and asset manage- 
ment arms. 

“If we float a company and 
the individual makes some 
money for the first time in 
his life, we will put him 
through to the asset manage- 
ment side," he said. 

But his colleague Tim Sey- 
mour insisted the bank’s 
separate units could not sur- 
vive on cross-referrals alone: 
“It does work but it's not 
enough to build a business 
on. We wouldn’t want to feel 
there was a dependence on 
business from other parts of 
the group." 

Private banks stress the 
service element of their cor- 
porate advisory business. 
They offer clients a range of 
products and are not looking 
for a one-off deal. “We look 
at it in the context of overall 
relationship. We are trying 
to provide an all-round ser- 
vice," says Mr Amphlett 

Many private banks 
believe this allows them to 
offer competitive prices on 
the basis that they are get- 
ting more income per client 

Nick Samper, head of cor- 
porate finning at Coutts, the 
private bank owned by 
National Westminster Bank, 
believes the service 
approach is one of the key 
competitive advantages of 
private banks over their 
larger competitors. He points 
to the advantages of having 
a dedicated team of tax 
experts, fund managers and 
the ability to use offshore 
accounts as valuable private 
b anking assets. 

Mr Somper established the 
dedicated department at 
Coutts 18 months ago since 
when they found that “cli- 
ents are getting a pretty 
impersonal service at the 
Big Six or Four accountants 
and large banks.” 
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The trend for the big to get 
bigger is set to intensify, he 
believes, as recent mergers 
between accountancy firms 
and investment banks create 
megalithic companies. “The 
investment banking industry 
is increasingly moving away 
from smaller deals,” he says. 

Coutts, for example, is sell- 
ing £iO0m worth of compa- 
nies but they are typically 
valued at less than £30m. 
“Investment h*nk» are not 
interested in deals of less 
than £50m," he adds. 

Mr Amphlett at EFG says 
client relationships devel- 
oped by private banks can 
open up opportunities. EFG, 
for example, has a “Hi gher 
than average proportion of 
entrepreneurial clients” 
which enables it to bring 
together willing buyers and 
sellers together. 

Shaukat Aziz, head of Citi- 
bank’s global private bank- 
ing business, said that 50-90 
per cent of the target market 
of wealthy individuals are 
business owners, so there 
are obvious attractions to a 
corporate finance link- but 
this does not always work 
smoothly. 

“There are people who are 
trying to link corporate 
finance and private hanlring , 

and there are a lot of infor- 
mal referrals. But the deci- 
sion makers are often differ- 
ent - the chief financial 
officer or the chief executive 
officer who may not be fire 
owner," he added. 

Whatever the uncertain- 
ties, file increasing need to 
be competitive and to hang 
on to existing clients is 
likely to Intensify file trend 
towards corporate finance 
and private hanks. 


US • by John Authens 


Sights set on Silicon Valley 


New high-tech 
millionaires 
present banks 
with awkward 
challenges 

US private bankers are 
looking westwards. The 
most powerful European 
banks are all increasing 
their presence in the country 
while the longest established 
American private banks are 
turning their attention to 
Silicon Valley. 

The reason is simple. 1116 
new breed of exceptionally 
wealthy high-tech entrepre- 
neurs in the San Francisco 
Bay area provide classic 
matorfni for private bankers. 
Many of thprn still hold big 
stakes in companies they are 
continuing to run and so 
open up opportunities for 
the private banking arms of 
large commercial banks 
which are not traditionally 
do minant in the sector. 

Working out how best to 
serve this clientele could 
also offer the key to taking a 
do minan t position in the 
market for American high 
net worth individuals. The 
market is deeply frag- 
mented. Definitions vary, 
hut surveys appear to agree 
that no hank has more than 
28 per cent of the market 

The US presents unusual 
difficulties for private banks 
because of the power of full- 
service brokers, such as Mer- 
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Meet David. 


David’s investments used to be 
(un)managed by David, until he 
asked for some expert help. 


Dvfwid has spent a lifetime acquiring shares and opening savings 
accounts, and would be the first to describe his porttdic as 'a bit of 
a miuKi bag. to be honest." Which is why David asked about 
Midland Private Banking. 3 service that gives each of its customers a 
dedicated manager to manage their portfolio of stocks and shares 
The rrufugurs can offer independent advice on pensions, trusts, 
wills and investments, they will handle all the administration, they 
can even da your tax returns, if - like David - you don't pay enough 
attention 10 your finances and would like to hove amecne who 
does, and you’ve got savings and investments ot ever one hundred 
thousand pounds call 0800 180 180 for a brochure 
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San Fr anci sco : home ground for a new b reed of w eal th y high-tech e n trepreneurs 


rill Lynch, which offer a 
wide range of asset manage- 
ment and investment ser- 
vices from a network of local 
branches across the country. 

Mutual fund companies, 
such as Fidelity, and even 
discount brokers, such as 
San Francisco-based Charles 
Schwab, also have a strong 
presence and like brokers 
will tend to have a stronger 
brand presence in the US 
than will the private banks. 
They do not offer the Full 
range of services tradition- 
ally found under the private 
hanking umbrella, but their 
concentration on asset man- 
agement and entrepreneurial 
image appeal strongly to the 
modem breed of successful 
American executives. 

Tbe US “wealth" market is 
difficult to define. Those 
who have inherited their 
wealth and who have most 
of their assets in property 
differ greatly from the latest 
generation of successful 
technology and media entre- 
preneurs, whose wealth is 
tied up in their companies. 

These, in turn, differ from 
the corporate chief execu- 
tives who now, thanks to tbe 
broader application of share 
option and incentive 
schemes and the protracted 
bull market, boast tbe levels 
of wealth attractive to pri- 
vate bankers. 

A common thread, how- ! 
ever, is that private banks 
increasingly need to deal 
with the consequences of 
having a large chunk of 
wealth tied up in company 
stock - which points to tax 
anrf trust planning 

US Trust’s survey of afflu- 
ent Americans this year 
found that wealthy execu- 
tives derived an average of 
40 per cent of their compen- 
sation from bonus, with 77 
per cent receiving stock 
options and 56 per cent 
receiving some form of 
restricted stock. 

On average. 34 per cent' of 
their investment portfolio 
was tied up in company 
stock. The greatest source of 
financial stress, cited by 67 
per cent of executives, was 
that “too much of my net 
worth is tied up in company 
stock". This theoretically 
creates an opening for finan- 
cial planners who can offer 
for more technical advice 
than can a a retail invest- 
ment manager. 

Navtej Nandra, of the New 
York financial services prac- 
tice at Booz-AHen & Hamil- 
ton. the management, consul- 
tancy, says: “Typically the 
segmentation of this market 
has been purely demo- 
graphic. based and focused 
on wealth levels, and not on 
the needs of the s^ment.” 

He adds: “At tbe very 
wealthy end. there bas to be 
a strong ability to do plan- 
ning apd deal with outside 
planners for . them. For Sili- 


con Valley types it’s simpler. 
It’s focused on the ability to 
do deals in a seamless fash- 
ion to release tbe liquidity in 
the stock they hold in their 
company." 

Bessemer Trust, one of the 
longest established privately 
held US banks, has in the 
last year opened a San Fran- 
cisco office while Citibank 
has stepped up its operations 
there. 

Deutsche Private Banking 
was launched only two years 
ago by Deutsche Morgan 
Grenfell to use some of its 
international economic clout 
to break into the US market. 
It is also concentrating on 
the area, with two US offices 
- in New York and in Silicon 
Valley. 

The new high-technology 


milli onaires present awk- 
ward challenges for private 
bankers. They expect mod- 
ern “convenience" banking 
- using the internet for sim- 
ple transactions and so on - 
as well as a private bank’s 
niaiai menu of estate and fa>x 
planning services and invest- 
ment management. Besse- 
mer, far example, now offers 
internet banking, having 
overcome initial doubts 
about its security. 

But the market is still 
characterised by divergent 
strategies, as numerous par- 
ticipants attempt to Anri the 
key to winning a dominant 
market share. Credit Suisse, 
for example, hopes to benefit 
from its links with Credit 
Suisse First Boston, the 
investment banking opera- 


tion, as much as from its 
roots in traditional Euro- 
pean private banking. 

Ruedi Stalder. head of the 
Americas Region of Credit 
Suisse Private Banking, 
says: “Silicon Valley is an 
area which has not yet been 
captured by private banks. 

“Many of its entrepreneurs 
have either worked or are 
working with our colleagues 
at CSFB with a view to help- 
ing them with Initial public 
offerings or bond financings. 
So the group has a natural 
place to introduce its ser- 
vices.” 

He adds that the invest- 
ment banking capability can 
help to retain clients who 
want to make direct invest- 
ments in private equity. 
“That’s something the nor- 
mal private bank would not 
have under its be lt, b ut we 
have it through CSFB’s pri- 
vate equity group.” 

A similar philosophy is at 
work at Deutsche Morgan 
Gr enfell. Hie idea, according 
to John Schmidt, managing 
director of its technology 
group’s private client ser- 
vices in San Francisco, is to 
“pick the best of traditional 
private hanking and money 
management, and marry 
them to the investment cul- 
ture and compete in the 
most competitive market- 
place in the world, which is 
Silicon Valley". 

The aim is to offer wealthy 
entrepreneurs both personal 
and corporate services, areas 
which increasingly overlap. 

The struggle for Silicon 
Valley's wealth will be hard 
fought As Mr Schmidt puts 
it: “They are the most 
demanding people in the 
world. They have first gener- 
ation wealth and they are 
very hands on and they 
don’t necessarily focus on 
traditional asset manage- 
ment" 
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OFFSHORE CENTRES • by Michael Prest 


Ultimate in 
discretion 
and security 


Competition is 
hotting up as 
banks seek 


to attract 


the wealthy 


Offshore private h anking fras 
grown rapidly as the 
wealthy seek a discreet 
home for their money. But 
there are signs that the off- 
shore market might not be 
quite so buoyant tn future, 
and banks are competing 
ferociously for clients. 

A survey this year by 
Gemini Consulting for Mer- 
rill Lynch, itself anJncreas- 
ingly powerful force in the 
offshore private, banking 
market, estimated that off- 
shore assets held by high net 
worth individuals had 
jumped from S2,300bn in 1989 
to $5,300bn in 1996. 

This represents about a 
third of all assets owned by 
the rich- For all the talk of 
the east Asian miracle, the 
source from which of&hore 
assets accumulated fastest 
was Latin America. 

Reflecting the predilection 
of many wealthy individuals 
not to he too Ear from their 
money, the most quickly 
expanding offshore region 
was the Caribbean. Luxem- 
bourg also gained in popu- 
larity among residents of 
northern Europe. 

Both advanced at the 
expense of Switzerland, 
although it remains easily 
the biggest offshore centre 
as traditionally defined 
(Britain and the US may be 
even larger but are not spe- 
cialist offshore havens). 

Not all of this money, of 
course, is in private hankn 
although the growth of pri- 
vate banking generally sug- 
gests that a good share must 
be. Offkhore private banking 
holds a double attraction for 
clients: it combines the ser- 
vice and discretion charac- 
teristic of private banking 
with the security of a loca- • 
tion outside the client’s 


jurisdiction. Private bankers 
agree that keeping money in 
a safe place Is a primary 
motive far going offshore. 

Anthoni Stankiewicz, head 
of Swiss private banking ser- 
vices for Union Bank of 
Switzerland, one of the big- 
gest in the business, said: 
"One driving force is having 
something where nobody 
tells you what to do with it." 

Nick Owen, bead of off- 
shore banking for Robert 
Fleming, the British private 
bank, said: “Some clients 
feel more confident putting 
their money of&hore and it 
gives them easy access if cir- 
cumstances change.” Even 
allowing for the lengthening 
arm of regulation and super- 
vision - the Swiss feel sensi- 
tive about what they regard 
as American "extra-territori- 
ality" - an offshore account 
Is likely to be proof against 
arbitrary seizure. 

Nevertheless, what is arbi- 
trary seizure to a citizen 
may be rightful tax collec- 
tion to a government But 
tax seems to be less of a 
motive in the tnhvte of off- 
shore private banking cli- 
ents than was perhaps , the 
case a generation ago. 

Personal tax rates have 
tended to fall around the 
world, and the fiscal incen- 
tives offered by rival off- 
shore centres accrue to insti- 
tutions setting up shop in 
them, rather than to deposi- 
tors and investors. 

Mr Owen sai± "Tax will 
not be where the market 
growth will come from." In 
future, private bankers win 
have to build on the inher- 
ent appeal of of&hore cen- 
tres by adding value through 
service. Clients will want a 
high degree of personal 
attention, covering the foil 
range of banking services. 

It is already standard prac- 
tice for offshore private 
banks to offer their clients 
exactly the name services as 
they do onshore: fond man- 
agement and Investment 
advice, trustee and estate 
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Mid-life change of course 


;In^ 997 .^s : third' 


barildhg became 


pro^t contributor 


Nick Owen; clients tad confidant putting thair money offehore 


sendees, foreign exchange 
and treasury, not forgetting 
humble deposit taking. 

Mr Stankiewicz said: 
"There is a trend towards 
increased investor sophisti- 
cation, but often the client is 
after a plain vanilla product. 
They're quite happy t with a 
deposit account.” 

Other more demanding cli- 
ents request help with buy- 
ing property. arranging their 
children's schooling, or even 
obtaining ski passes. Some 
private bankers detect differ- 
ences in behaviour depend- 
ing on generations and the 
lnng frh of trrm> a family has 
been wealthy. 

"Old money” tends to 
regard Its wealth as a "war 
chest'' to be preserved. Such 
people are more inclined to 
give their bankers a fair 
degree of discretion. The 
newly rich also want to pre- 
serve their wealth, but tend 
to take a more active inter- 
est in its management 

Mr Owen said: "They still 
want their money to work 
for them." Younger family 
members tend to be better 
educated and more sophisti- 
cated in their requirements, 
according to Mr Stankiewicz. 
Future service will have to 
take more account of these 
distinctions. 

The key is the relationship 
with the client Visits to the 
client at his or her home or 
business are co mmon. Some 
clients prefer to hold assets 
in a place such as Switzer- 
land rather than the Chan- 
nel Islands, for example, 
because it is easier to call on 
their bankers and they may 
have pr o p er ty or other inter- 
ests there. 

Merrill Lynch, which has 
pushed hard as a matter of 
corporate strategy to build 
its international bank in- 
recent years, emphasises 


capital strength, research, 
global presence, and heavy 
investment in technology. 
Size is becoming vital in 
business which, by defini- 
tion, is foternationaL 
- For many clients, how- 
■ ever, foe decisive ingredient 
in entrusting their wealth to 
an offshore private bank is 
the ins ti t ution 's reputation. 
Banks with first brand 
pamoq are increasingly trad- 
ing on that asset 

Similarly, the reputation 
of the offshore centre is a big 
consideration, and as more 
offshore centres spring up, 
the better established ones 
are trying to differentiate 
themselves by trading on 
their good names. 

Mr Owen said: "I think the 
reputation of a financial cen- 
tre is pretty important to 
most investors. Ihey’re get- 
ting more sophisticated all 
the time.” 

Despite the undoubted rise 
in offshore wealth, and the 
consequent growth in off- 
shore private banking, Mr 
Stankiewicz suspects that 
onshore wealth is wv pamBng 
even fester. The real compe- 
tition with offshore private 
banking could be onshore 
private banking. 

A further complication is 
that some clients are using 
offshore centres to invest in 
their own countries. This 
phenomenon is particularly 
noticeable in the Far East 
bat Merrill Lynch, for exam- 
ple. has a branch of its Swiss 
bank in Rahrain The bound- 
ary between offshore and 
onshore is blurring. 

Nevertheless, offshore pri- 
vate banking win continue 
to attract clients who seek 
the ultimate in discretion 
and security. And there 
seems to be no shortage of 
places willing to entice 
banks to offer such services. 


ifanyp&e personifies the ... 
neWbr^afSwissprivate. 
bfmker it is Rudi Bqgni. He. 
spent five years heading 

SwtesBank Corporation's 
{ast-grbwing London 


announcing he was taking 
> is months off to study ... 
■options theory at th&centre '■ 
^quantitative finance at : 

: Jkmdon’slmperial college. 

This kind of behaviour is 
rk}t nhmml in. the' 
hferarcMcal world of Swiss 
: .bank^a^some, ! 
suspected that Mr Bogni . 
'W&s eitber suffering a 

dnms - he turned ' 
SBinOctober-orhad faffen 
out'^favour with the top 
: forass.at Switzerland’s third 
biggest hank. After all, Mr 
r Bogni,^acigar-puffing 
Italian, isndt a typical ' - 
Swlssl-anker, having spent 
elgfo.years with Chase ~ 
Manhattan anfilfcen 12 
years atMjcQand Bank , - 
beforejqining'SBC in 1990. 

■■ ' However, any suspicion ‘ . 
that Mr Bogni might have 
bfotted his career prospects 
by taking a sabbatical. ,. 
vanished earlier this year 
with his appointment as 
ctaeTeocecntiveatSBC 
Private Banking and 
elevation to the groop' 
execHtiroconunittee. In the 
third quarter of 1997 private 
banking became SBCs 

, biggest profit contrihiitor - 
qvEriaktogthe SBC 
Wazimiglblloai Read . 
investment hanking . 
business - and Mr. Bogni is- . 
tatentonkeeping it that 
way. / , . • • 

. “When people say to me 
why did you learn aH about 
derivatives and then end up 
in private hanking, they 
have no understanding of 
what private banking is 
really about Lots of my 
clients understand 
derivatives better than . 
some traders/' says Mr 
Bogni. _ 

The appointment of Mr 


Bogni, who has a strong 
investment hanking 
background, is a clear sign 
that SBC sees private 
banking and investment 
Vnankvng moving closer 
together. SBC regards the 
top US investment banks - 
Go ldman, Merrill and 
Morgan Stanley - as the 
future competition to 
international private 
.b anking . Citibank is still 
strong in Asia, but it Is the 
Wall Street investment 
banks which pose the real 
threat to the big three Swiss 
banks' dominant position in 
private banking. George 
Foiger, former head of 
corporate finance at SG 
Warburg, bas also been 
brought into SBC Private 
flanMng in a bid to 


to tax and estate pluming, 
numismatics, where SBCs 
Zurich operation Is number 
one. through to 
discretionary portfolio 
management, trading advice 
and art investment advice. 
"As asset gatherering 
becomes a commoditised 
business, unless you are a 
leading player in global . 
wealth management you are 
not offering real added 
value," says Mr Bogni. 

Be is also conscious that 
some of the advantages 
which gave Switzerland a 
competive edge as a private 
banking centre - low 
inflation, political stability, 
and a strong currency - are 
so longer unique. Rival 
centres now have many of 
the same attributes. The 



Rutfl Bognfc partfeutorfr enthusiastic about Japan. 


strengthen the links with 
SBC’s investment bank. But 
whereas US investment 
banks see private banking 
as a vehicle for sales of 
their product SBC sees its 
client rather than its own 
product as its main asset. 

Everybody has their own 
definition of private 
banking, from buying 
theatre tickets and walking 
the dog, to pure asset 
management For Mr Bogni, 
private banking is the 
ability for the client to have 
total solutions, not the 
obligation to choose them, 
hut the ability to do so. 

“They can still choose to 
do only certain things with 
usi but we should be able to 
offer genuine wealth 
management solutions," he 
. says. These range from the 
purchase of registered funds 
or alternative investments^ ' 


only thing they lack is 
Switzerland's tabled bank 
secrecy laws which protect 
Swiss bank clients from the 
prying eyes of their tax 
authorities. 

"We are planning for a 
world where there will still 
be a need for banking in 
non-domestic centres, but 
more and more of a need for 
banking in domestic 
centres, but with a global 
perspective,” says Mr Bogni. 
He reckons that 75 per cent 
of private client assets are 
already managed 
domestically. 

However, some onshore 
private banking markets 
offer greater potential than 
others. The UK. for 
instance, is not a top prior- 
ity despite the wealth cre- 
ated in the Thatcher boom, 
years. The average wealthy 
Briton, according to Mr 


Bogni, has hem used to 
befog serviced by brokers 
on a stock picking basis. 
There is a large overcapa- 
city of private client stock- 
brokers and he firmly 
believes that a wealthy cli- 
ent's ability to make serious 
money over time just by 
stock-picking UK stocks is 
mfnirp aT Tn order to offer 
SBC’s style of private bank- 
ing it would require “a mas- 
sive educational effort" to 
get the average UK client to 
make the mental switch. 

So Mr Bogni is targeting 
countries such as Germany, 
Italy, Spain and potentially 
France where there is a 
clearer demand for full-scale 
private banking services. In 
the US, where SBC already 
bas a substantial private 
banking presence, Mr Bogni 
is doing “some major work" 
on how best to approach a 
private banking market 
which can be serviced via 
both the broking side and/or 
the trust business. 

Mr Bogni is particularly 
enthusiastic about Japan. In 
terms of potential size it is 
second only to the US and 
private banking is a key ele- 
ment in SBC's recently 
announced strategic alli- 
ance with Japan’s Long 
Term Credit Bank. "We are 
reasonably confident that 
there is a major, albeit 
unsurfaced demand, unlike 
the UK." says Mr Bogni. 

So, given the huge returns 
that banks such as SBC are 
making on private banking, 
is there a danger that other 
banks might enter the mar- 
ket and drive down mar- 
gins? "People who are 
attracted to private banking 
on the assumption that it 
does not need much capital 
are misguided. The reason 
why we are using so little 
capital is that we have 125 
years of goodwill which is 
not valued in our balance 
sheet 

"This a game of under- 
statement The more under- 
stated yon are the more 
credible you are as a private 
banker. It is like a doc- 
tar/patient relationship,” 
says Mr Bogni. 


William Hall 



There is no substitute for strong, personal relationships.” 
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“Over the past 108 years we have grown 
into the largest truly offshore banking group 
in the world. This achievement arises from the 
unique approach we take to our clients. 

"As specialists in the provision of offshore 
financial services, what has always set us apart is 
the value we place on building strong, personal 
relationships. This commitment results in a level 
of service rarely encountered in banking today. 

“We believe client relationships require 
more than just an investment of time. Our 
structure enables us to deliver the benefits of 
our offshore presence and multijurisdictional 
- capabilities to both private and corporate clients. 
We apply our years of offshore specialisation to 
deliver an optimum mix of products and 
services to meet their specific needs. Vbu'U 
find this client-focused approach at any of our 
seventeen offices, located in the world’s key 
markets and trading areas. 

"If our approach appeals to you, and 
you’d like to learn more about us. please call 
me on (441) 299-5367.” 
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Global Private Banking 


Security 


IS THE MAIN REASON 


WHY SO MANY CLIENTS BANK 


WITH US. AND STAY WITH US. 



HoaJifuarlrrt of Republic 

Notional Bank of Now York 
(Sartor) S.A. m Geneva. 


Many private banking clients split their assets 
three ways. They keep a part for special opportunities. 
Another part for longer-term growth. And, very impor- 
tantly, a part they know is absolutely secure. 

At Republic we are well equipped to provide our 
clients with all three options. But what the bank is best 
known for, world-wide, is its outstanding security. 

We assure security by maintaining some of the strongest 
capital ratios in the banking industry, a high degree of 
operating efficiency and an excellent and diversified loan 
portfolio. Our credit ratings are AA. 

Clients sense this security in the quality of our ser- 
vice: personalized, responsive, but meticulously discreet. 

Which is why they bank with us, and stay with us. 

Security and service, after all, are the heart and soul of 
Republic. 



VorlJ HtaJquarlert of 
Republic National Book of 
Nerr York n t Note York. 



Republic National Bank of New York° 

Strength. Security. Service. 
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HONG KONG • by Louise Lucas 


JAPAN • by Gillian Tett 



Band of millionaires Ready 



take-off 


is growing quickly 


Banks cannot 
afford to ignore 
the growing 
numbers of rich 
people in Asia 


Asia, with Its growing band 
of self-made millionaires and 
billionaires, is fertile ground 
for private bankers. 

Georges Vergnion, execu- 
tive for The Chase Manhat- 
tan Private bank with 
responsibility for Asia 
Pacific, points to the Forbes 
list of the top 200 global bil- 
lionaires which this year 
numbered 56 Aslans, or 23 
per cent of the total. 

“These people are still 
managing their own 
wealth,” he says. “And in 
numbers, they keep on grow- 
ing." 

Indeed, growth of the mar- 
ket’s wealth Is pitched at 
more than 11.5 per cent in 
the next few years, com- 
pared with 5 per cent in 
Europe and the US. 

Knut Reinertz. senior man- 
ager at Banque Generate du 
Luxembourg in Hang Song, 
adds that there is also a 
demographic aspect: as 
Asian entrepreneurs' compa- 
nies have matured there is 
less need for working capi- 
tal, and money can instead 
be diverted into personal 
funds. 

These projections and 
trends have attracted a 
flurry of attention from 
investment banks, fund 
managers and even commer- 
cial banks which are expand- 
ing or restructuring in a bid 
to capitalise on private 
wealth. 

As with any growing 
industry, it has also had its 
share of problems: a former 
private banker with Merrill 
Lynch in Singapore, Mr 
Kevin Wallace, is now faring 
fraud charges in Hong Kong. 

The US investment hank, 
which claimed Mr Wallace 
had forged clients’ signa- 
tures, has so far paid out 
US$45m in compensation to 
his erstwhile clients. More 
claims are outs tanding : rival 
private bankers say that in 


such a sensitive sector the 
cost in terms of lost new 
business will be still highs’. 

Merrill Lynch says it is 
examining its procedures to 
ensure it catches fraud at 
the earliest possible stage. 
But it stresses that its sur- 
veillance system did work 
and that prompt action had 
been taken in the case of Mr 
Wallace. 

There have also been fears 
that the industry, largely 
concentrated in Hong Kong 
and Singapore, could suffer 
after China resumed sover- 
eignty ova- Hong Kong in 
July of this year. 

Bankers said some clients 
w ere nervous that after the 
handover regulators might 
be given greater powers to 
examine their accounts, and 
therefore they preferred to 
deal with Singapore. 

In fact, there has been no 
real exodus: hanker s say Tai- 
wanese alone prefer to main- 
tain their acconnts in Singa- 
pore, and question how 
much more secrecy exists in 
the island state. 

“Secrecy is appreciated 
but it is s omething very few 
clients In Hong Kong are 
willing to pay for. In Indon- 
esia and the Philippines cli- 
ents are prepared to pay a 
little higher, but it’s stfll dif- 
ficult to convince them to 
pay that premium.” says Mr 
Reinertz. 

As such, the handover has 
not deterred the banks from 
building up their Hong Kong 
operations - not least to 
serve China itself, where 
high economic growth is 
creating a of potential 
wealthy clients. 

“The combination of Hong 

Kong and the mainland rep- 
resents a larger opportunity 
for private bankers around 
the world,” says Mr Verg- 
nion. Indeed, far from quit- 
ting Hong Kong their num- 
bers have swollen to such an 
extent that one private 
banker complains it is one of 
the least profitable places to 
operate. 

“It’s more competitive 
than anywhere else, and the 
targeted clientele are knowl- 
edgeable and know how to 


get the best service and best 
price out of banks," he 
laments. 

However, regardless of the 
competition, few feel they 
can afford not to operate in 
Hong Kong and access the 
region’s wealth. 

Capitalising on that oppor- 
tunity means adopting dif- 
ferent tactics from those 
employed in Europe and the 
US. In Asia there Is little 
separation between personal, 
family business wealth 
which means banks must 
deliver integrated services. 

Clients are more hands-on, 
and often have very definite 
ideas on investments. Pri- 
vate bankers say their Aslan 
clients are more demanding 
in terms of performance and 
value-added services. 

There is far less willing- 
ness to hand over wealth to 
someone else to manage, 
which partly reflects the fact 
that Asian wealth is usually 
ea rned rather than handed 
down, as is more usually the 
case in Europe. 

As evidence of the greater 
hands-on approach to invest- 
ment, Mr Reinertz estimates 
that only 10-15 per cent of 
Aslan clients require discre- 
tionary services, which com- 
pares with around 35-50 per 
cent in Europe. Within Asia, 
those seeking discretionary 
services are virtually all 
from outside Hong Kong. 

While financial institu- 
tions of all sizes are flocking 
to the region, there are 
expected to be losers as well 
as winners. 

The boom in private 
wealth is coinciding with a 
shift in Asian corporates - 
they want to expand beyond 
their regional boundaries 
and are nfton «m«»king over- 
seas funds or partners to 
help them do so - which 
means the accent is firmly 
on global banks. 

However, it will take more 
than plush carpets to woo 
the region’s more exacting 
clients. And any hint of a 
scandal could quickly tar- 
nish a private bank's reputa- 
tion - as could unimpressive 
performances or greedy pric- 
ing. 


Japan offers much 
scope for private 
banking but do 
not expect 
explosive growth 


Kazuokl Sons, a Japanese 
banker, has a dream. For the 
past three decades he had 
worked for one of the lead- 
ing Japanese trust banks-. 
But earlier this year, he took 
the unusual step in Japan of 
leaving his job to strike out 
on his own - as one of the 
country's first independent 
financial counsellors. 

The reason? After years 
spent in normal banking, Mr 
Sone is convinced that the 
country is on the verge of a 
private banking surge. 
“There is huge potential 
here - I think we are going 
to see an explosion of private 
hanking services in the next 
few years,” he argues with 
passion. 

He is not alone. For as 
Japan prepares to embark on 
the Big Bang financial 
deregulation next year, 
hopes are rising that the 
country's almost non-exis- 
tent private hanking sector 
amid be about to take off. 

This hope is already pro- 
voking a flurry of reflection 
among the country's domes- 
tic banks: groups ranging 
from Fuji Bank to Yasuda 
Trust have recently declared 
that they hope to start offer- 
ing private banking services 
soon. 

It is also attracting grow- 
ing interest from non-Japa- 
nese h anking groups. The 

private banking arms of 
Credit Suisse, Citibank and 
Goldman Sadis, far example, 
are all building up their 
operations in Japan. 

And it has also helped trig- 
ger «yw> of the highest profile 
banking deals of recent 
months- Japan's Long Term 
Credit Bank and Swiss Bank 
Corporation recently rignad 
a deal aimed at establishing 
a aeries of joint ventures, 
including a private banking 
group. As Luqman Arnold of 
SBC says: “Private hanking 
may take some time to 
develop, but we think there 
is tremendous potential 
here." 

The reason for the excite- 



A true private bank is one 
that makes you wonder if you’re 
the only client. 


To us, each client is unique and each portfolio is different. 


At Pictet & Cie, you will find a privileged and stable 


partner in your portfolio manager. Your relations are 


based on trust. You share decisions in a climate of 


confidentiality. To the extent that you might ask us whe- 


ther you’re our only client. Nothing could please us more. 
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on (+ 41 22) 705 22 11 or Pictet Asset Management in London on (+ 44 171) 972 68 38. 
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Japan has the largest single pool of savings in the world 


mpnt fa clear. Japan has ftp 
largest single pool of savings 
in the world, mainly because 
it has traditionally bean a 
nation of inveterate hoard- 


ers. 

How these savings are bro- 
ken down across the popula- 
tion is difficult to determine. 
But Japanese government 
surveys suggest that 5J2 per 
cent of the population has 
savings of more than Ysim, 
and bankers estimate that 
some 600,000 of these are so 
raTiod “high np+ worth” indi- 
viduals. 

This, as Daniel Bischof of 
Credit Suisse points out, 
means the total number of 
hi gtvnAt worth individuals is 
probably about half to two- 
third the size of th06e In the 
US - and the equivalent 
number of Germany and 
France put together. 

But in spite or these 
savings, Japan also stand 
out as one of the few indus- 
trialised countries with 
almo st no private banking 
sector. Most wealthy house- 
holds place th ri ft 1 savings in 
property, time deposits, or 
portfolios of securities. Some 
have also mvested in assets 
overseas, often property, 
while a small minority use 
overseas private hanking 
services. . 

This situation partly 
reflects the segmented 
nature of Japan’s post-war 
hanking syst e m under which 
the various financial jobs are 
divided between different 
categories of banks. City 
banks, for example, perform 
short-term retail and corpo- 
rate business. Long-term 
credit banks carry out 
long-term lending by issuing 


debentures and life assur- 
ance c omp a n i e s act as quasl- 
pensian groups. 

The only companies tradi- 
tionally permitted to run 
broader asset-management 
services have been, the trust 
banks, of which there are 
some 27 in Japan, including 
alm ost a dozen foreign 
groups. However, they 
remain constrained in the 
types of services they could 
offer unlike brokers, for 
example, they are not able to 
trade shares, ex cep t through 
afaUlarin 

Such segmentation has 
meant it hag been extremely 
ihffimlt to offs: file type of 
“universal”, one-stop private 
banking and advisory ser- 
vices which are a corner- 
stone of western-style pri- 
vate banking. Consequently, 
the Japanese banks have 
developed little expertise in 
thin area - and shown desire 
to develop such a labour-in- 
tensive area of business. 

But Big Bang could 
change ftfc Over ftp next 
five years, most of the barri- 
ers between different types 
of banking and life assur- 
ance business will be 
removed, allowing the cre- 
ation of a more “universal” 
banking system. 

On top of this, there are 
striking demographic 
changes at weak. As Mr Sane 
points out, a generation of 
entrepreneurs and business- 
men who made their wealth 
in the post-war years are 
ageing. Japan has extremely 
high inheritance taxes, set at 
some 70 per emit on estates 
over Y2bn. Consequently, 
this group of middle-aged 
wealthy may be prompted to 


explore new ways of preserv- 
ing their assets for the sect 
generation. 

Although there is much 
excitement about the poten- 
tial of private banking, one 
crucial uncertainty remains: 
will the Japanese actually 
adopt the concept? 

' One obstacle is cultural. 
Japanese investors have tra- 
ditionally been extremely 
conservative and risk-ad- 
verse. This stance has, if 
anything, been exacerbated 
by the collapse of the Japa- 
nese stock and property mar- 
kets In the early 1990s. 
Wealthy Japanese are also 
deeply discreet about their 
assets, partly because the 
country has long preferred 
to present a relatively egali- 
tarian image to the world. 

The onset of Big Bang is 
changing this, and heighten- 
ing awareness of Western- 
style investment techniques 
amtmg the population. The 
very low returns offered on 
domestic Japanese assets is 
also fuelling interest in over- 
seas investment. Bnt few 
observers expect a sudden 
sea-change in attitude. As 
one western banker says: 
“There is a lot of educational 
work to be done.” 

The other, related problem 
Is one at business logistics. 
The conservative nature of 
Japanese Investors means 
“relationship” banking is 
crucial: individuals are 
unlikely to entrust assets to 
a new, unknown quantity. 
At present the only Japanese 
companies which have really 
developed these long-stand- 
ing types of relationships are 
the trust banks. 

Though this makes the 


trust banks the most obvious 
group to develop private 
banking services, the Japa- 
nese companies generally 
lack the Western-style 
investment skills. This, In 
theory, might give a compet- 
itive advantage to Western 
groups. But many Japanese 
remain deeply suspicious of 
dealing with foreign con- 
cerns - particularly when 
they are perceived as “new- 
comers" into the country. 

The obvious solution to 
this is a tie-up between a 
Japanese and non-Japanese 
group, of the sort that LTCB 
and SBC have formed, and 
most observers expect a host 
of similar alliances to 
emerge. 

However, managing these 
joint ventures is not easy: 
the Western group is apt to 
suspect that their Japanese 
partners are simply trying to 
“steal" technology, while 
many Japanese hanks fear 
the Western partners may be 
simply trying to pinch their 
client lists. 

In the interim, most West- 
ern banks are slowly trying 
to establish the necessary 
client relations by them- 
selves. Credit Suisse, for 
example, says it is trying to 
target individuals with net 
worth of glm-ISm, and says 
it has “several hundred" cli- 
ents. Meanwhile, the Japa- 
nese banks are also trying to 
build their skills base by, for 
instance, recruiting more 
specialists. 

But both tasks could take 
considerable time. Striking 
growth in the private bank- 
ing sector may be on the 
horizon. But do not expect 
an immediate explosion. 


MONEY-LAUNDERING • by Georye Graham 


Loopholes are closing 


International 
groups have put 
pressure on 
countries to 
tighten legislation 


Governments across the 
world are joining forces in a 
concerted attempt to raise 
the barriers against money- 
laundering. From the Inter- 
national Monetary Fund in 
Washington to the Financial 
Action Task Force (FATF) in 
Paris, International groups 
have put peer pressure on 
individual countries to 
stiffen their own money- 
laundering legislation and 
leave fewer loopholes far 
la un derers. 

• The result has been a 
spate of legislation In off- 
shore centres around the 
world aimed at requiring 
banks to report financial 
transactions which they sus- 
pect involve the proceeds of 
crime. The new laws passed 
by countries such as Ber- 
muda, the Cayman Warutg 
and the British Virgin 
Islands extend the require- 
ment from ft p narrow defini- 
tion of money arising from 
drug trafficking to virtually 
all categories of crime. Simi- 
lar bills are making their 
way through the legislative 
process in Jersey. Guernsey 
and the Isle of Man. 

In Panama, a new system 
has been set up for hanks 
and otha- agents to report 
suspicious transactions, stiff- 
ening the self-regulatory sys- 
tem in place since 1904. 

“Previous governments 
avoided the subjects. We 
have decided not to avoid it 
The fact of the matter is we 
did have a problem." said 
Victoria Figge, director of 
Panama's new financial 
Intelligence unit- * 

Elsewhere, too, new rules 
are planned. In the US, bank- 


ing regulators plan to pub- 
lish comprehensive new 
guidelines early next year on 
hanks' obligations to know 
about their customers as 
part of the fight against 
money-laundering, and the 
New York Federal Reserve 
has already issued a set of 
guidelines specifically aimed 
at private banks, establish- 
ing “best practice” proce- 
dures for spotting suspicious 
customers and transactions, 
such as loans with cadi col- 
lateral 

In the UK, the joint finan- 
cial industry steering, group 
on money-laundering pub- 
lished Its own new set of 
guidelines last month. The 
. guidelines grtonrt ftp, obliga- 
tion to “know your cus- 
tomer” at the nkmteut-when 
an account is opened into a 
continuing obligation to 
keep monitoring the cus- 
tomer. The UK Treasury fa 
already looking at farther 
measures to cradk down.on 
money-laundering. 

Private bankers have, 
always insisted that their 
Industry poses no particular 
money-laundering problem. 
They say that the level of 
service they. give to their 
wealthy customers mnkag it 
for more hkely that they wffl 
spot any flhett a ctivity . 

“I think weEL-nm private 
banks are very difficult 
places to do bad things in," 
said Michael Tomalin, who 
runs Barclays international 
private b anking group. 

“If I were involved in 
money laundering I would 
seek other places where the 
tree can be lost in the for- 
est" 

UK law e n for cement offi- 
cials show some sympathy 
with that argument Among 
the focuses of the govern- 
ment’s efforts to crack down 
on money-laundering are 
measures aimed at extend- 
ing the net of regulation to*o 


previously uncovered areas 
such as bureaux de change 
and at stiffening the penal- 
ties for professional advisers 
such as lawyers and accoun- 
tants who turn a blind eye to 
their clients* shady dealings. 

“The biggest issue is 
where the relationship 
between the crime baron and 
the lawyer is .corrupt. You 
don't have to look farther 
than mortgage fraud to see 
where some of fids is coming 



Iwen PlcWt: obfiga&ons on Swiss 
banks are atiftanhan elsewhere 


from," said Perry Nove. 
assistant commissioner of 
the City of London police. 

Among the steps under 
consideration is to extend 
the concept of "should have 
been suspicious", in the mon- 
ey-laundering rules. 

The FATF also considers 
bureaux de change a prior- 
ity. 

Even in Switzerland, 
which has traditionally 
prided itself on secrecy and 
confidentiality in its deal- 
ings with hanking custom- 
ers, bank secrecy exists only 
so long as nothing Illegal is 
being done. According to 
Ivan Pictet, a partner in the 
Geneva private banking firm 
of Pictet & Cie, the obliga- 


tions on Swiss banks are 
even stiffer than in other 
jurisdictions, since h anks 
are now liable under the 
criminal code if they cannot 
guarantee the origin of funds 
in their accounts. 

“Secrecy is still absolute 
for people who axe not 
br eaking the law. On money- 
laundering there fa a com- 
plete lifting of secrecy,” he 
said. 

Still, the shady image ram 
be bard to shake off. In the 
US. the entire private bank- 
ing industry found Itself 
tarred this summer by Con- 
gressman Spencer Bachus. 
the Alabama chairman of 
the investigations subcom- 
mittee of the House of Repre- 
sentatives banking commit- 
tee, as “little more ftan 
sanctioned money launder- 
ing". ■ 

A report commissioned by 
Mr Bachus from the General 
Accounting Office found ftp* 
law enforcement officials 
believed the confidentiality 
offered by private banks 
gave a haven to criminals. 
However, eight out of the u 
private banks studied by the 
GAO had formal pro- 
in place to detect 
potential money laundering. 

Police forces sometimes 
despair of ever manapinp to 
dam the tide of Illicit money 
flowing around the world. 
They are particularly wor- 
ried about the money-laun- 
dering potential of new tech- 
nologies such as stored 
value smart cards or cyber- 
cash transmitted over the 
internet 

Still, some find signs of 
US law enforcement 
officials say the price of 
money-laundering services is 
rising, from around 6 per 

rent of the sum laundered in 

the 1980s to more than 25 per 

rent today, which appears to 

indicate that the job fa get- 
ting more difficult 
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